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Inflation 


A GRAVE MENACE 
By HARRY S. TRUMAN, President of the United States 
Delivered before the American Society of Newspaper Editors, New York, N. Y., April 17, 1948 


AM glad to be here tonight to speak to the American 
Society of Newspaper Editors. You editors make a 
distinct and important contribution to the operation 
‘ of government in the United States. Your frank expression 
of views on current affairs has great value to our people in 
helping them to form their judgments. 

I’m amazed sometimes when I find that some of you 
disagree with me. When I consider how you disagree among 
yourselves I’m somewhat comforted. I'll begin to think that 
maybe I’m alright anyway. 

It is because of the influence you have upon the course 
of our democracy that I am glad to have this opportunity 
to discuss with you one of the major problems confronting 
our country today. 

I am going to talk to you about inflation. 

All of us have the foreign situation very much in our 
minds these days. This is proper, for we must devote a great 
deal of thought to our foreign relations if we are to succeed 
in working out the difficult international problems facing 
us. But we cannot afford to neglect our problems at home. 

The success of our foreign policy depends to a very large 
extent upon the strength and stability of our domestic 
economy. The plain fact is, however, that our economy is 
in serious danger as a result of high prices and inflation. 

Inflation may seem to you to be an old story. But there 
are some men in this country—men who happen to be in 
influential positions—who still fail to understand or who 
deliberately ignore the gravity of the situation and the 
need for forthright measures to meet it. They have tinkered 
with the problem of inflation—they have even taken some 
feeble steps in the right direction. But they have taken other 
steps in the wrong direction—steps that have made the prob- 
lem much worse. 

For my part, | believe that inflation is so grave a menace 


to this country and to the world that I do not propose to 
let it be forgotten. 

I believe that the Government has a clear-cut responsi- 
bility to deal with high prices. I believe that we know what 
measures the Government should take. I cannot sit by 
silently while inflation continues to creep up on the American 
people. 

The basic facts which make this problem of such funda- 
mental importance are plain. The world stands now at one 
of the decisive points in history. Emerging from the most 
terrible of all wars, people all over the earth are fixing 
anew the pattern of civilization. 

By virtue of the strength with which we have been blessed, 
the United States is the chief support of those people of the 
world who are seeking to rebuild their civilization in accord- 
ance with the principles of democracy and freedom. The 
heart of our support is economic assistance. To be effective, 
it must be coupled with sufficient military strength to give 
the free peoples of the world some sense of security while 
they rebuild. 

These requirements must be met in large part from the 
production of American mines and factories and farms. 
Thus, a strong American economy is the bedrock upon which 
rest the hopes for establishing a peace of free men in the 
world. Without it we can provide neither aid, nor leader- 
ship, nor example. 

The strength and vitality of our economy are being under- 
mined by inflation. High prices are now working real hard- 
ship upon most American families. If unchecked, inflation 
will bring on economic consequences which will hurt every 
one of us. 

“SITUATION Is GETTING Worse” 


This is not a new situation, but it is getting worse. 
I have been calling attention to the hardships and dangers 
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Journey of a Word 


Stranger than any Jules Verne fiction 
is the trip your voice takes by tele- 
phone. It spans the continent in one- 
twelfth of a second — over a private 
speedway with green traffic lights all 
the way. 

Your voice is changed into elec- 
trical waves so that it can travel over 
the wires. Some waves travel too fast, 
and have to be slowed down, so others 


can keep pace. Waves get tired, and 
electronic amplifiers give them new 
energy to speed them on. 

All arrive at journey’s end on split- 
second schedule and out steps your 
voice — changed back into words 
again. The wonder of it is that 
the words sound like you and are 
you—with your own tone and 
mood and personality. 


BELL TELEPHONE SYSTEM 


Bell Telephone Laboratories de- 
sign, improve and fit together the 
millions of intricate parts that make 
possible the journey of your words, 
It is a job that never ends. 


It is this constant work of im- 
provement that helps the Bell 
System give you the best and the 
most economical telephone service 
in the world. 
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of high prices for a long time. I have repeatedly urged busi- 
nessmen to exercise voluntary restraint in setting prices. 
Many of them have courageously done what they could to 
hold prices down. But they are not strong enough to stem 
the tide, and prices have continued to rise. 

By last fall, it had become clear that we could not place 
our main reliance on voluntary methods. On November 
17th, I presented to the Congress a ten-point legislative pro- 
gram for dealing with inflation. This program has not been 
enacted. And prices have continued to rise. 

The program which I presented to the Congress was 
sound and necessary last November. It is still sound and it 
is even more necessary now. 

The total demand for goods is still outrunning produc- 
tion. Competition for scarce items is still pushing prices up. 
Employment is at record levels, but the real purchasing 
power of most of our people is still losing ground to in- 
flation. 

In February, there was a break in the market for wheat, 
corn and other agricultural products. But agricultural prices 
did not drop for long, and they did not drop very far. The 
prices paid by housewives were affected hardly at all. The 
veneral level of prices has remained well above the already 
excessive level which prevailed in 1947. 

And now there are new factors that have made the out- 
look for inflation considerably worse. 

Some key prices have been increased, unwisely and un- 
necessarily. ‘The outstanding case was, of course, the increase 
in some important steel prices. I believe that the businessmen 
who made these increases did not consider their far-reaching 
effect on the rest of the economy. 

‘They made the regrettable decision to increase prices even 
though they were already making record profits. In the 
face of these actions, other businessmen, with a greater re- 
gard for the public welfare, have fought a losing battle to 
keep their prices down. 

In addition to these price increases, inflation has been 
encouraged by some unnecessary interruptions to production. 
‘The outstanding example, af course, was the work stoppage 
in the coal industry. The serious effect of the loss of coal 
production shows the narrow margin of supply on which we 
are operating, and how quickly shortages of base materials 
can cripple our entire economy. 

Another new factor making for inflation is the bill re- 
cently enacted by the Congress reducing Government 
revenues by $5 billion. This is also dangerous from the 
standpoint of the Government’s financial stability, because 
it is likely to result in a deficit in the next fiscal year. 

It is also dangerous from the standpoint of high prices, 
for the additional billions of dollars of purchasing power 
will not be accompanied by any significant increase in pro- 
duction. It means simply that more dollars will be bidding 
for the same goods, and prices will be bid up accordingly. 
Furthermore, by eliminating the Government’s surplus of 
receipts over expenditures, the tax reduction bill will remove 
the most important single factor which has helped to hold 
prices in check during recent months. 


“Proper CONTROLS” 


At the same time that taxes are being reduced, we are 
undertaking a program of assistance to foreign countries. 
We are also considering certain necessary additions to our 
national defense program. Both of these programs are of 
utmost importance, and we must have them. But they will 
result in strains on the parts of our economy, which can 
add to inflation if we do not have the proper controls. 


In considering the effects of these programs, it is extremely 
important to realize that we now have practically no slack 
in our economy. We have substantially full employment. 
Factories already are operating at top capacity. We cannot 
increase our plant capacity rapidly. We have only the nor- 
mal growth in the labor force to count on for new man- 
power. 

Under these circumstances, new demands for materials 
and production necessarily have a direct and telling effect 
on prices—unless the proper anti-inflationary steps are taken. 

It is apparent, when all these factors are considered, that 
the danger of inflation has not diminished in the last few 
months. On the contrary, the need for the legislation I re- 
quested is even more urgent. 

It seems to me that the basic question is clear. It is whether 
we take action in time to do some good or whether we delay 
until a crisis is upon us. It is simply a matter of taking out 
insurance before the house catches fire. 


CONTINUING SPIRAL 


If the cost of living continues to climb, wages and prices 
will continue to chase each other upward. The unhealthy 
boom will impose further hardships upon those who fall be- 
hind in the race. The greater the inflation and the longer 
it lasts, the greater the danger that it will end in unemploy- 
ment, business distress, and a recession or depression. 

It is of little significance that no one can forecast the exact 
time when this will happen. The important point is that we 
cannot afford to let it happen at all. 

Since I addressed the Congress one month ago today on 
the need for prompt action on the European Recovery Pro- 
gram, and on universal training and selective service, there 
has been a greatly increased interest by our citizens in na- 
tional defense and in our foreign policy. This interest has 
been reflected by the enactment of the legislation to aid 
European recovery. But our domestic economy has been 
dangerously neglected. It should be neglected no longer. 

I believe that the anti-inflation program I recommended 
to the Congress last November should be enacted at once. 
That program is balanced and well-rounded. It includes 
measures to reduce the excessive amounts of money and credit 
which are lifting prices. It includes measures to see that 
scarce goods are distributed fairly and to their most im- 
portant uses. It includes measures to deal directly with 
specific high prices. 


ANTI-INFLATION PLAN 


All these measures are reasonable and practical. They 
attack inflation in a direct manner. They offer a complete 
and consistent program to strike at the heart of the prob- 
lem of high prices. 

The measures I proposed are designed to hold prices down 
while keeping production up, and increasing it as rapidly as 
possible. They are designed to stop runaway prices, so that 
great numbers of American families will not be priced out 
of the market for things they need. These measures are de- 
signed to insure that scarce goods are not wasted, but are 
used where they will be of the greatest benefit. 

I wish to emphasize that the situation has already been 
made more difficult by delay. Additional delay will only add 
to the danger. 

The American people must not be misled by those who 
oppose a reasonable anti-inflation program and a reasonable 
defense program. It has been said that the present Adminis- 
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tration is trying to create an economic crisis or an interna- 
tional crisis. The exact opposite is the truth. We are striving 
to avoid an economic crisis by protecting our prosperity 
while we still have it. We are striving to avoid a war crisis 
by being firm before it is too late. 

The welfare of our own people, and the effectiveness of 
our foreign policy, and the strength of our defenses all de- 
pend on our prosperity. Only if we preserve the soundness 
of our economy, through prompt and adequate measures to 





control inflation, can we contribute our full share to a peace 
in which freedom and democtacy will be secure. 

I believe that the people of the United States understand 
that we have a great opportunity and a great responsibility 
to lead the world through these changing and difficult times. 
I believe that our people have faith, the wisdom and the 
unselfish devotion to the common good to take whatever 
actions are necessary to meet that responsibility. 

We can succeed if we act courageously and act in time. 


High Costs vs. Lower Prices 


THE ECONOMIC ARITHMETIC OF PRICES 
By MARTIN R. GAINSBRUGH, Chief Economist, National Industrial Conference Board 
Delivered before the Eastern Spring Conference Controllers Institute of America, Atlantic City, N. J., April 5, 1948 


HE recent price break, although confined almost ex- 

clusively to primary agricultural commodities, has 

stirred-up a national wave of uncertainty over the 
immediate future course of prices. In the minds of many, 
this break is regarded as the precursor or forerunner of the 
traditional explosion of the money bubble, as after the end 
of each great war in our nation’s history. It is true that 
virtually every general price index for which we have long- 
term data, whether it be at the producer, wholesale or retail 
level, has contracted violently following every major con- 
flict. Our national history reveals no single instance of the 
introduction of “a little beneficial deflation” after the cata- 
clysm of war. Instead, the historic pattern is that of a series 
of violent, chain reactions which produce drastic deflation, 
until a subsequent period of postwar recovery is established. 
Furthermore, this avalanche of downward price adjustments 
after a major war requires little time, relatively to over- 
whelm the price structure. Our wholesale price index, for 
example, fell by some 60-70 points from the early summer 
to the end of 1920. Certainly the burden of proof rests 
with any one in government or business who, against this fatal 
backdrop of unrestrained postwar deflation, contends that 
this time the historic sequence may not be repeated. 

Deeper rooted, perhaps, than this fatal over-hang of past 
postwar collapse is the conviction on the part of millions of 
consumers, producers and distributors alike that today’s 
prices for goods and services are excessive, and must collapse 
of their own weight. The housewife knows that she has 
paid less for butter, meat, apparel and other consumer items 
in the past and is convinced that she is just not getting her 
money’s worth now for the dollars she spends. Retailers, in 
turn, speak of intensified consumer resistance to higher prices. 
They blame higher prices for decreased unit sales, and indi- 
vidually, as well as collectively, contend that there is “little 
evidence that many manufacturers are trying seriously to 
reduce costs or prices.” Farmers, in the face of the highest 
agricultural income they have ever received, likewise are 
irritated with the prices of the commodities and services they 
buy. 

Finally, more and more manufacturers have discovered 
that their costs of doing business have risen faster than the 
incomes of their business. Faced with shrinking profit 


margins, they voice their dissatisfaction with the high costs 
of raw materials or semi-manufactured goods or commercial 
services which are inevitably incorporated in their own price 
structure. Inflation tightens its pincers in all quarters and a 
lower price level—but not depression—is regarded as the 
universal antidote to such pressure. 


In the midst of this growing discontent with our present 
price structure, there exists this curious paradox. Few, if 
any individuals, will concede that the prices they receive for 
their own personal services, or the commodities they sell 
are too high. Consumers and producers alike, including 
both labor and management, stress the harmful and deterring 
impact upon their consumption, living standards or profits 
of the higher prices they must pay for the goods and services 
they buy. Many labor spokesmen will not recognize that 
the reverse side of the price coin is cost. They minimize the 
impact upon price of higher labor costs, higher taxes, and 
higher replacement costs for capital equipment. Yet, try 
as We may, none of us can escape from the hard fact that 
what is one man’s income is another man’s cost, or that the 
price paid by the buyer is the income of the seller. 


REARMAMENT AND PRICES 


A highly volatile new element has been introduced into 
the price equation during the past month. We appear to be 
moving rapidly into the initial stages of a giant rearmament 
program, possibly similar in dimensions to that of the year 
ending with Pearl Harbor. In that calendar year we spent 
about $10 billion for defense; in the months immediately 
preceding the attack, defense expenditures hit an annual rate 
of nearly $20 billion. At today’s price level, such a program 
would cost at least twice that amount. This is not intended 
as a forecast of the cost of implementing the ERP program 
along military as well as economic lines. Thus far, the 
additional proposed expenditures are far less, in official 
statements. But these figures are indicative of the rapidity 
with which such expenditures might mushroom, once the 
initial commitment has been made. 

In some sectors the new rearmament program has been 
welcomed as a timely offset to the connotations of depression, 
which some have read into the recent price break. So rapidly 
has the sequence of international events moved, that we have 
had little time to ponder the implications and repercussions 
of forging anew the tools of war and financing the require- 
ments of such a program. Those who read into this move- 
ment the same “healthy” stimulus to business activity ‘as in 
1940-41, pass over too quickly significant economic distinc- 
tions between the economy of that period and today. We 
embarked upon World War II with slack in our labor force 
and with excess capacity in many of the durable goods 
industries of pivotal armament importance. Our agricultural 
plant was functioning at low gear and construction and 
capital markets were greatly depressed. As late as January, 
1941, we had nearly 8 million unemployed. Steel produc- 
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tion in 1940 was only 67 million tons, while the industry 
was operating at about 80% of capacity. The total volume 
of manufacturing production in 1940 was little more than 
half of what it is today. 

Against this background of slack it was possible then for 
this nation to have both guns and butter as we moved toward 
the active phases-of a shooting war. Today, in contrast, we 
have virtually every member of our normal labor force at 
work. In fact, about 1.5 million of the “abnormal” recruits 
to our wartime labor force are still at work. In addition 
we are straining at existing capacity ceilings in almost every 
pivotal durable goods industry that would be essential in 
armament production. Finally, wholesale prices are about 
double what they were in the last guns and butter period, 
and our public debt is some $200 billion greater. 

Because of this change in economic environment, it would 
not require much of an increase in our present military 
budget to swing the balance toward renewed inflation. 
Heightening the physical requirements for rearmament of 
tight commodities such as steel would shift us rapidly from 
the guns and butter stage into a new, yet sadly familiar 
period of growing scarcity of civilian goods, with all the 
accompanying restrictions such a development would in- 
troduce. 

Let me put this pure assumption into highly concrete form 
through the use of figures which have already had some circu- 
lation in Washington circles. Assume just for purposes of 
illustration that the Federal budget for the coming fiscal 
year is raised to $50 billion-$55 billion, primarily as a result 
of expenditures which are found to be necessary for purposes 
of national security. This is certainly not a completely un- 
warranted assumption in the light of the absolute increase in 
expenditures for defense purposes in the calendar year of 


~ 1941. Such a budget would actually represent a lower per- 


centage of our gross national product than was recorded in 
1941. Yet this increase of say $15 billion for this purpose 
would bring in its wake the necessity for deficit financing 
and the additional inflationary impact of the resort to 
“printing press money” to offset deficit operations. The 
Federal surplus has in recent months been one of the major 
factors exercising restraint upon credit and upon further 
price increases. With the armament budget in question, this 
restraint, which in my opinion has been beneficial, would be 
replaced by a rapid expansion of our entire credit mechanism. 

Think, too, of the subsequent changes in the tax structure 
under intensified rearmament. What little tax reduction we 
have finally achieved would be short-lived under this assump- 
tion. Furthermore, since we are already at capacity opera- 
tions, there would quickly come the demand for allocation 
of essential, industrial materials, allocations of essential man 
power, and, without question, price and profit controls of 
various types. About the only major area of slack is the 
length of the work week and if we were to resort again to 
suction wage rates and premiums for overtime, even this 
slack might prove highly inflationary in its results. To 
advocate or accept rearmament as the answer to our present 
economic dilemma—which arose primarily from the cost 
and the burden of financing the war just ended—is to sow 
the wind and reap the whirlwind. 


Tue Economic ARITHMETIC OF PRICES 


Significant changes have occurred during the past year, 
particularly in recent months, which bear directly upon the 
current and future course of prices. (For purposes of sim- 
plicity in presentation the inflationary over-hang of rearma- 
ment is not further explored in subsequent comments.) In 
summary form, these changes suggest that the zenith of the 


inflation of World War II has been approached, if not 
passed, and that we are moving from the first stage of our 
postwar evolution—which can be labeled the catch-up stage 
—to a second stage which needs far more study than has 
thus far been given it. For a better understanding of this 
second phase of our postwar economy, the following con- 
siderations are important: 


1. Money Supply Turning From Active to Passive Role 

Viewed from the demand side of the price equation, it 
would appear that the pressure upon the price structure of 
the swollen money supply which was released in torrents 
during World War II is subsiding. As best it can. be meas- 
ured, we have about tripled the volume of money in circu- 
lation or at the ready disposal of individuals in the form of 
demand deposits since 1939. Throughout most of the first 
postwar stage, this swollen money supply continued to press 
against the limited supply of civilian goods available for 
consumption purposes. But toward the close of last year, 
and steadily thereafter, the combined result of the rise in 
price levels and in the physical volume of goods and services 
available has almost neutralized this “hot” money. 

Wholesale prices have about doubled since 1939 while 
retail prices for all commodities are about 85% higher than 
prewar. While there are no exact measurements of the in- 
crease in the total physical volume of goods and services, 
such indicators as we have would support the conclusion 
that in volume terms, output is currently about 75% higher 
than prewar. If the general price increase of about 85% or 
90% is multiplied by an increase of physical volume of out- 
put of about 75%, the resulting product is not too far out 
of line with the tripling of the money supply. We need the 
supply of money we have on hand to handle transactions at 
current prices and at current velocity. This means that as 
we turn from the first to the second stage of our postwar 
economic evolution, money supply becomes a passive or 
neutral factor. Unless credit is further expanded under 
rearmament, it no longer will have the active and explosive 
influence it exerted since the war began. 


2. Price is Determining Cost Rather than Cost Determining 
Prices as in Stage One 


In the initial shortage stage as well as in much of the 
period of active warfare, costs were the primary determinant 
of prices. Against almost insatiable demand, all that was 
needed to offset higher labor costs and higher taxes was to 
raise the price umbrella. First, the enormous war market 
and later the goods-hungry civilian market absorbed output 
in the easy money era with little resistance. In fact, short- 
ages were so acute, the prevailing market price could not 
perform its normal equilibriating function of rationing goods 
and huge black markets developed. 

As the volume of output for civilian purposes expanded, 
the degree of competition on a price basis was slowly but 
surely intensified. Consumer durable goods which were not 
produced during the war began to recapture a larger slice 
of the consumer dollar. With this growth, price likewise 
began to exert its traditional, powerful control over costs. 

In the second phase of our postwar economy many pro- 
ducers are finding it imperative to shuffle their lines so that 
costs are in accord with prices. A second price line or 
stripped models are developed to meet price pressures. Diffi- 
cult as this switch-over may be, after nearly a decade of 
cost indifference induced by lush sellers’ markets, this transi- 
tion is being made today in numerous industries. In tires, 
television, apparel, and furniture, we see price resuming its 
historic role. Sales managers stress the need for producing 
what will sell, as they emerge from their earlier role of 
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order-takers or rationers of the limited amounts that could 
be produced in Stage One. 

The unyielding character of some costs, particularly labor 
costs to which I will refer later, aggravates this adjustment. 
But the economic forces at work are of such magnitude that 
a resumption of the forgotten but key role of price in a free 
economy, as the determinant of costs, rather than the reverse, 
must be anticipated and facilitated. 


3. Changing Character of Markets 


This is perhaps the most difficult change in the second 
phase of the postwar economy for many business enterprises 
to grasp, particularly for those in retailing. Sharp declines 
have been recorded in numerous types of consumption ex- 
penditures. Among the major areas affected are expenditures 
for alcoholic beverages, for women’s apparel, for eating out, 
for jewelry, furs, and numerous other soft goods. This 
downturn is interpreted not only within these trades and in 
their supplying industries but by other producers and re- 
tailers as growing signs of weakness in the over-all level of 
business operations. In other areas, primarily in labor and 
in some government publications, this downturn is cited as 
evidence of the inadequacy of purchasing power. 

A careful review of this softening in certain sectors of 
retail trade leads to the strong conclusion that these are 
exactly the areas in which declines should have been antic- 
ipated in the shift from Stage One to Stage Two of the 
postwar economy. These corrections, distressing as they may 
sound, are salutary and do not imply over-all weakness. 
Virtually every one of these areas was receiving more than 
its proportionate share of the consumer’s dollar relative to 
the disposable income received by consumers. They were 
rightly to be regarded as vulnerable as we approached Stage 
Two at which time the additional volume of goods and 
services would make it possible for consumers to exercise 
broader options in their retail purchases. It should be noted, 
too, that few, if any, of these soft sectors of retail trade 
have fallen below their traditional relationship to current 
levels of income. True, these areas are registering profits 
substantially lower than in Stage One. As in many other 
sectors of industry, their breakeven points had risen and 
even a small reduction in dollar sales has meant a sharp 
shrinkage in both profit margins as well as in absolute levels 
of profit. Here again the industries in question are exer- 
cising tighter control over their costs but increasingly they 
turn to their sources of supply for assistance in bringing their 
prices in line with demand. 

They believe lower prices will raise their over-all take in 
dollar terms. Nevertheless, the basic fact remains that many 
of these areas were marked for curtailment as we moved 
into Stage Two. It is unlikely that even a reduction in price 
will restore these groups to the preferred positions they held 
in Stage One. 


4. Cost Rigidity, Primarily in Labor Costs, Limits Price 
Reductions 


I said earlier that prices will determine costs increasingly 
in Stage Two. Let me now hasten to add that costs will 
still determine the structure of production and the payments 
industry can make the various factors of production, includ- 
ing labor. Labor costs are extremely difficult to reduce in a 
period of hyper-full employment. Despite the introduction 
of some $30 billion of new plant and equipment in this 
country since the war’s end, to say nothing of our wartime 
additions, there has been no significant reduction as yet in 
labor costs per unit of product! Productivity, data must be 
handled with caution but such evidence as does exist would 
lead to the conclusion that output per man hour in manu- 









facturing while slightly higher than a year or two ago, has 
not yet returned to prewar levels. 

In nontechnical language, what we have done for the past 
seven years has been to increase the payment for an hour’s 
work steadily year by year while the volume of work per- 
formed per hour has remained relatively unchanged or de- 
clined. This, in turn, has meant that the cost of labor per 
unit of product has steadily risen. By the end of last year, 
the unit labor cost in manufacturing was nearly 90% greater 
than prewar. 

In manufacturing, there is an extremely close correlation 
between unit labor costs and prices of finished manufactured 
products. This long-term record suggests that all public 
clamor to the contrary, until economies within the price 
structure of manufacturing are forthcoming, primarily 
through greater productivity, manufactured goods’ prices 
remain relatively frozen because of their high labor content. 

Not only is the average manufacturer faced with this 
bulge in prime labor costs, but his raw materials have also 
risen more rapidly than prices of finished manufactured 
goods. As I stated earlier, unit labor costs are some 90% 
higher than prewar. Raw material prices, even after the 
recent price break, are well over 150% above prewar. Only 
through the economies of volume operation, has it been pos- 
sible for manufacturers, therefore, to keep the prices of 
finished manufactured goods to a lower percentage increase 
than the average for all commodities. 

Many reasons are advanced for the failure of productivity 
to increase at the rates which developed after World War I. 
In the early months of Stage One, the interrupted flow of 
materials was given primary emphasis; later the inefficiencies 
of hyper-full employment were blamed ; now as we move into 
Stage Two we hear, on the one hand, about the limitations 
imposed on productivity by union restrictions and ceilings; 
on the other hand, it would also appear that despite the 
mammoth investment in new plant, we are still under- 
tooled. We have provided fewer dollars of investment for 
the workers who have been employed since prewar than the 
corresponding dollar investment per worker prewar. The 
increasing shortage of venture capital and funds for pro- 
vision of tool power will make it more difficult as Stage Two 
develops to catch up with this under-tooling per worker. 
So serious is the concern of many economic analysts with 
these relatively unfavorable trends in productivity, that a 
national conference on this problem may be convened by the 
United States Bureau of Labor Statistics in the hope of 
determining why this unexpected adverse trend has arisen. 

In summary, the hard arithmetic of prices leads to the 
following conclusions: 


(a) Any substantial reduction in over-all prices cur- 
rently would bring with it substantially lower levels of 
income. The possibilities of increasing production as an 
offset to lower prices are extremely remote. Lower na- 
tional income would increase the burden of taxes, the 
servicing of our national debt, and of economic, if not 
military commitments, for recovery abroad. 


(b) Current prices except for foods and other agri- 
cultural commodities are in balance with our expanded 
money supply and with the bulge in labor costs and raw 
material prices. Greater productivity would offset today’s 
high wage rates, but we have yet to achieve this remedy 
for higher prices. 

(c) Such changes as have taken place both in prices 
and in the course of selected types of retail sales are not 
signs of weaknesses in the current economic structure but 
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rather salutary and necessary corrections in moving from 
Stage One to Stage Two of the postwar economy. 


(d) Any substantial increase in expenditures for na- 
tional security will re-introduce inflationary factors at a 


much more rapid rate than in the guns and butter period 
of 1941. 


(e) A year ago I repeated at the Mid-Western Con- 
trollers Congress the conclusions reached in a Board’s 
study early in 1946. This study concluded that we were 
moving up at that time toward a new plateau as in the 
mid-Twenties for our whole wage-cost-price structure. 
This plateau would be reached with the cost of living 


some 40% to 50% above prewar, with a slightly higher 
percentage increase in the structure of wholesale prices. 
Those who assume we can have a return to prewar price 
levels, as well as those who believe it would be helpful or 
desirable to return to such a price structure, deceive 
themselves. I see no forces at work which make a down- 
ward adjustment necessary in this early estimate. I doubt 
very much that we would be prepared to pay the price of a 
return to prewar prices; that price level would bring with 
it again millions of unemployed, a depressed agriculture, 
idle capital markets, etc. Our present price structure is 
far better balanced to today’s incomes, wage and material 
cost equations than is generally recognized. 


The More Abundant Life 


THE SOURCE OF ITS PRODUCTION 
By L. F. WHITTEMORE, President of the Federal Reserve Bank, Boston, Mass. 
Delivered before the American Brush Manufacturers Association, Atlantic City, N. J., April 14, 1948 


N these days of threat and trial and decision it is not 

out of place to consider critically the underlying theories 

and conditions which produce such abundance of life 
as we enjoy. ‘The expression “more abundant life” means 
all things to all men. To the politician it has often meant a 
legislative method of redistributing wealth for political ad- 
vantage. 

To Jesus, who first coined the phrase, if we can believe 
St. John 10:10, it meant spiritual abundance. He said, “I 
am come that they might have life, and that they might 
have it more abundantly.” 

To millions of Americans it means steady jobs, high pay 
measured by purchasing power, and educational and cultural 
advantages. 

We need not quarrel over the exact interpretation of the 
phrase, but it seems necessary to discover the source of its 
production. The spiritual values producing abundance have 
not lost their importance but the production of the material 
values have often been underestimated and carelessly evalu- 
ated. 

Seeking and finding the sources of the more abundant life 
is doubly important in this period which sees the world 
divided between two hostile camps—the one representing 
our own way of life, or something close to it, and the other 
representing its direct opposite. We had hoped for, and we 
can continue to hope for, a friendly rivalry between the two 
systems, each in its own way attempting to demonstrate that 
it produces the more abundant life spiritually and materially. 
If the peace is preserved then it is important to know what 
produces the more abundant life because in the long run 
our own civilization will depend upon providing more of it 
than the Communist system does. If, on the other hand, we 
should have war or a long period of armed truce, knowing 
what produces the more abundant life is even more im- 
portant. It is an axiom derived from the last two World 
Wars that the nation or group of allies which has been able 
to achieve the higher standard of living in peacetime is able 
to produce more war goods per head of population in time 
of war. The reason is obvious. The higher the standard of 
living in peacetime the greater is the margin of production 
above that minimum necessary to sustain the civilian popu- 
lation during a war. A higher proportion of output can be 
devoted to war in a country having a high standard of living 
than in a country with a low standard of living. 


Political leadership has not always been concerned about 
the more abundant life for either of the reasons I have just 
given. There have been those in high places who felt that 
the capitalistic free-enterprise system had broken down in 
this country. It was suggested that the more abundant life 
could be produced by appropriate Government-spending pro- 
grams. Those who held this view made Government spend- 
ing synonymous with the more abundant life; the more 
spending increased, the more abundant was our life supposed 
to be. It should not be as hard to meet such arguments in 
the future as in the past. 

It has become fashionable today for everybody to promise 
the more abundant life. The advertisements tell us in effect 
that if we use somebody’s pills, or if the women use some- 
body’s cosmetics, or if we buy somebody’s automobile, then 
we shall enjoy the more abundant life. 

In the union meetings and in the labor press we find still 
another path to the more abundant life. It is the path of 
ever-increasing wages. So the more abundant life has evolved 
from a pious political platitude to something to be hawked 
by the hucksters and made a part of the often lopsided logic 
of the labor leader. Obviously, everybody who promises the 
more abundant life cannot be right. Let us examine some 
of the claims to see if we can find an element of truth in 
any or all of them. 

First let us take the claim that Government can produce 
the more abundant life. The thought that strikes me first 
about this claim is that historically it simply is not so. This 
country achieved its greatest growth during a period when 
the role of Government, at least so far as spending was con- 
cerned, was insignificant. Here are some facts to ponder 
in this connection. Between 1870 and 1890 in this country 
the national income more than doubled, not simply in terms 
of dollars but in real terms, in terms of goods and services 
produced. It more than doubled again in real terms between 
1890 and 1910. It increased by almost another third be- 
tween 1910 and 1930. How big a part did Government 
play in these phenomenal increases in our national income? 
From a dollars-and-cents point of view the part of the 
Government was insignificant. We spent on the Federal 
Government in 1870 something like 6 percent of our national 
income. By 1910 this small proportion had dropped to only 
2 percent. (We spent over 12 percent in 1939, and 21 per- 
cent last year.) High costs of government may be a deter- 
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rent to the individual accomplishment leading to the realiza- 
tion of the more abundant life. 

The part played by the Government in producing prob- 
ably the largest sustained increase in a nation’s output that 
history has ever recorded was not a part that required any 
great expenditure of money. The Government kept the 
peace and insured justice so far as it was able and in general 
helped to preserve a climate that was good for business. 
Perhaps it did not do all the things that governments are 
supposed to do and it did some things that governments 
are not supposed to do, but on the whole it behaved well 
enough to give us a long running head start in getting our 
standard of living above the standard anywhere else in the 
world. 

The extent of our head start is shown rather dramatically 
by the contrast between our standard of living and the 
standard of living in the Soviet Union, where the govern- 
ment plays and has always played a bigger part than it does 
in any other nation in the world. Just before the war it is 
estimated that the American civilian enjoyed goods and 
services for his own personal consumption to an amount 
four times greater than the amount enjoyed by his Russian 
counterpart. This prewar contrast has probably been 
widened as the result of the war’s destruction. The Soviet 
Union, with its planned economy, its government control, 
and all the rest of the paraphernalia of the Communist 
version of the police state, has a long way to go before it 
catches up with where we were many years ago. 

I could give you a good many more reasons why the more 
abundant life cannot be produced by government; one other 
will do. Government planning and government control does 
not just happen. It requires people and still more people to 
run the government. These people produce regulations and 
controls, but they do not produce goods and services that 
enter into the market, place. The more people we put into 
government office, the fewer people we have producing the 
things we buy in the market and the larger the proportion 
of our income that we spend in taxes rather than for the 
products of industry. We have enormously expanded our 
Government services and probably for the most part wisely. 

We cannot continue to expand them and still get the most 
for our money. The most important thing that we must all 
remember about Government services is that the price of 
those services does not have to meet any tests of the market. 
We can never decide whether we shall have another dollar’s 
worth of steak or another dollar’s worth of farm subsidies. 
No one knows and no one can find out how much any given 
kind of Government service costs him personally. That is 
one of the main reasons why Government services have 
expanded. Almost all such services bring material and 
tangible benefits to some group or another in the country. 
The groups to be benefited set up a great clamor in favor 
of the expansion of Government service which will benefit 
them. The rest of us who pay most of the bills are not 
aware and cannot be made aware of how much this expan- 
sion of Government service will cost each of us personally. 
Even on a per capita basis the amount spent for any given 
addition to Government service is small. Therefore, time 
after time Government expenditures have been increased, 
more money has been taken away from the taxpayer, and no 
one knows whether the sum total of human happiness was 
increased more by the Government expenditure than it would 
have been had the taxpayer been left to spend more of his 
money as he saw fit. 

Probably most numerous of the secular prophets who claim 
that the true cause of the more abundant life has been re- 
vealed to them are the labor leaders. With some notable 


exceptions it has become usual for union officers to claim that 
the way to a more abundant life, not only for labor but for 
everyone, is to be found in higher wages. 

There is reason for some hope that the mirage of higher 
money wages is beginning to be seen for what it is. Labor 
leadership has worked very hard since the end of the war 
to raise wages. For all of their strikes and their very large 
wage increases, workers in manufacturing industries are 
now receiving, on the average, real wages per hour hardly 
any higher than the wages they had at the end of the war. 
Some unions are even claiming that their hourly earnings 
now buy less than they bought at the end of the war. 

For organized labor the way to get more pork chops is not 
always by getting higher wages. When all wages are raised 
without a corresponding increase in productivity, it is im- 
possible for everybody to get an increase in real wages. 
Incident to one group getting an increase, other groups take 
a reduction because of higher prices. Wage increases may 
increase the number of dollars a worker receives, but when 
all workers get more dollars and no one produces any more 
goods, then the costs of industrial goods go up and the 
wages will buy no more than they bought before. If, as is 
likely also, the farmers don’t produce any more than before, 
then the higher wages simply increase the purchasing power 
bidding for food, and food and farm prices go higher. 

The executive council of the American Federation of 
Labor unanimously adopted the following resolution on 


January 31, 1940: 


“We have learned the lesson that when opportunities 
for profit diminish, opportunities for jobs likewise dis- 
appear.” 


The programs of labor leadership have often failed to 
take this resolution into consideration. 

The sure way to higher wages and‘to a higher standard 
of living for everyone is increased production. The answer 
to the question, ‘““What produces the more abundant life?” 
can be found only if we know the answer to the question, 
“What brings about increased production ?” 

It has become fashionable in the last year or so to argue 
that more and harder work is the key to increased produc- 
tion. To some extent at the present time this is correct 
when considered in relation to lack of enthusiasm for ac- 
complishment and premeditated slow-down. Historically, 
however, and in the future, harder work is not the whole 
answer. Let’s not forget that the increased production of 
the past did not result from more and harder work by the 
individual worker but often resulted in less and lighter 
work. We have increased production by inventing machines 
that took the strain out of heavy labor. We have increased 
production by better lighting, by better lay-out work, by 
improving markets so that we could obtain the benefits 
of mass production. 

In the long run, then, the answer to the question, ““What 
brings about increa: :d production ?”—is not more sweat. It 
is not more brawn. It is more brains. 

People have seldom in history worked harder for less 
than they did through all the centuries from the fall of 
Rome until a mere 200 years ago. Life for the great ma- 
jority of people for centuries was hard, uncertain and, on 
the average, very short. During part of this period the 
world suffered from too little government. It was virtually 
impossible to carry on any trade or commerce over an ex- 
tended area, because such governments of the day as were 
well-intentioned were too weak to give the trader protec- 
tion. 


During the latter centuries before modern times, there 
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was probably too much government. We forget that one of 
the causes of our own American Revolution was the attempt 
on the part of the mother country to enforce laws controlling 
the trade and commerce of the colonies. These laws were 
part and parcel of the whole system of laws and regulations 
governing imports, exports, manufactures, and most aspects 
of economic life. Until these laws and regulations were 
swept aside there was little increase in production and in 
the standard of living. Either too little or too much govern- 
ment can hold down our standard of living. 

All the restrictions which held down production and 
progress before the industrial revolution, however, were 
not imposed by governments. Probably the most important 
impediments to production were the laws and regulations 
imposed upon men’s minds. It seems incredible to us today 
that at one time the authority of church and state was em- 
ployed to enforce upon men’s minds beliefs that today we 
consider ridiculous. Among these was the belief that a 
heavy body would fall at a faster rate than a light one, that 
the world was flat, that the sun circled ’round the earth, 
that a pump worked because nature abhorred a vacuum 
rather than because air had weight, that the process of com- 
bustion occurred because a burning material gave off some- 
thing rather than because it took on oxygen from the air. 
In the field of business, lending and borrowing were re- 
stricted because money was held to be barren and the taking 
of interest sinful. Exports were thought to be good for a 
nation and imports bad. 

These and similar authoritative views had to be displaced 
before scientific and commercial progress could be made, 
and it was necessary to make progress along these lines 
before any great increase in production could occur. People 
must have an experimental attitude, a research attitude, the 
spirit of free inquiry rather than deference to authority 
before they can make progress. When men are encouraged 
to try something new they make discoveries. Many of their 
discoveries may be useless either at the time or indefinitely, 
but some discoveries always pay off. Freedom to inquire, 
freedom from authority and regulations, freedom to enter 


businesses of one’s own choosing, freedom to expand into 
new markets, freedom to make and keep large profits re- 
sulting from one’s own efforts—these and similar freedoms 
resulted in scientific discoveries, in inventions of new ma- 
chines and new techniques, in the development of new 
markets, in the development of new industries and in the 
enormous increases in productivity. Altogether, these free- 
doms produced the more abundant life. 

Our own history and the history of the western world 
has demonstrated that in freedom there is strength. We 
have evolved a system in this country, based upon freedom, 
which has produced the highest standard of living in the 
world. It is a system which, I am confident, will produce 
the means of defending our free way of life against all 
attacks of totalitarianism, whether those attacks be upon 
our minds or upon our country. The more abundant life 
has been produced and can be preserved by nurturing our 
freedom. It can be kept and improved by our willingness 
to pay the price of freedom. 

The price of freedom is more than willingness to place 
one’s services and one’s property at the disposal of the 
country in time of war. It is willingness to serve the cause 
of freedom at all times. For businessmen the price must 
always include willingness to compete, willingness to con- 
tinue the rivalry in production and in selling, willingness to 
stake money on a new idea. Businessmen strike a blow 
against freedom when they run the Government to get 
special privileges or special protection against competition, 
when they suppress new inventions, or gang up on a com- 
petitor, or agree not to compete with each other. 

Businessmen and all other groups in the country can en- 
sure the more abundant life by cherishing and promoting 
the freedom which has made that kind of life possible. By 
competing with each other in quality and price and in 
developing new ideas, they will enable the Nation and the 
private-enterprise system to out-perform any system of totali- 
tarianism. One hundred and forty-five million free people 
should be able to think up more ways of producing a more 
abundant life than one dictator, even if he has a politbureau 
to help him. 


“Peace Through Security” 


MANAGEMENT OF THE NATIONAL DEBT 


By MORRIS M. TOWNSEND), Director, Banking and Investments, 
U.S. Savings Bonds Division, Treasury Dept., Washington, D. C. 


Delivered at Conference on Domestic and Foreign Affairs, Kansas State Teachers College, 
Emporia, Kansas, April 10, 1948 


t is a pleasure and a privilege to be asked to talk to 

you. When I look into your earnest and alert faces, 

I wish I might have been born twenty years later than 
I was. The world is going through challenging and revo- 
lutionary times and I am afraid I may not live long enough 
to see how it comes out. 

When I accepted Dr. David L. MacFarlane’s invitation 
to appear on this program, about a month ago, the outlook 
for world peace appeared much brighter than it does today. 
But I see no cause for despair. I believe that we can stay 
out of war if we show promptly and plainly that we are 
prepared and determined to fight, if necessary, to back up 
the Western European Union or any such group. I consider 
any other attitude either soft-headed or subversive under 


today’s world conditions. We cannot have peace by wishing 
for it. Our only hope for peace is preventive preparedness 
for war. 

America’s elder statesman, Bernard M. Baruch, for 
twenty years has been pounding at Congress, four presidents 
and the public to remember and correct the errors of un- 
preparedness for the first world war; nevertheless we entered 
World War Two unprepared. The costs of this unprepared- 
ness we are paying today and will be paying as long as you 
live. 

Mr. Baruch appeared before Congress on March 28th 
last, and among other things said: “1. There is no peace, 
the United States demobilized far too rapidly, in the belief 
that peace was real and that the United Nations would 
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immediately become effective in maintaining it. That ex- 
pectation was destroyed by Soviet Russian policy, the latest 
revelation of which—the attack of the controlled Moscow 
press on Sweden and Norway—leaves no doubt of its menace 
to free peoples. 

2. The condition thus created has obliged the United 
States to assume unilaterally tremendous obligations through- 
out the world, which must be backed by military power 
sufficient to assure they can be fairly undertaken and tested. 
To regain this power the United States must take certain 
military measures of preparedness which President Truman 
has courageously recommended—Army, Air Force and Navy 
training of our young men for at least a year, a return to 
the draft system and much larger expenditures for the armed 
services among them. 

3. But military measures are only as strong as the indus- 
trial strength behind them. Therefore stand-by legislation 
should be passed at once, for use in ample time. . . . Should 
the mounting crisis explode, there will be no reserves of 
labor, materials and food—as there were in 1941—to throw 
into the breach while legislation is being drawn, debated, 
compromised and put into operation. 

If the politicians can bring themselves to admit this thesis, 
or if public opinion can force them to do so, the plainest 
lesson of recent history is that present perils can be met, 
and perhaps dissipated.” That ends my quoting of Mr. 
Baruch. 

I believe the chances for averting war are far better today 
than they were in 1941 or 1917. The American people are 
far better informed on world conditions than they were then 
because communications have so improved. The radio, for 
example, postdates the first World War. Your own organi- 
zation and many like it, the Town Halls and the open 
forums, are proof that people are thinking and working 
toward peace, even though the world has an old-fashioned 
case of war jitters. And this time it is peace—or else. 

No one can really win another World War; we all know 
that. It will only be a question of which side loses less 
heavily. Yet, we cannot avert that war by assuming the 
position of the ostrich—not while barbarians from the East 
are seeking to smother the western world under the cloak 
of a great humanitarian movement to better the common 
man. 

I see several reasons for the present situation. 

First, Mom wanted her boy to come right home as soon 
as that nasty Axis surrendered, so home came sonny boy a 
running with peace a long way off. 

Second, our negotiators acted upon the mistaken assump- 
tion that because the Russians were our allies they were also 
our friends and could be relied upon to act as we would 
under the same conditions. A great many Americans have 
been openly opposing the Russian revolutionary government 
in all its phases since 1917 except while we were fighting 
on the same side in 1941-45, and we should not expect the 
Russians to be ostriches, either. 

Third, there is no balance of power in the world; there 
are only two powers today, each of which thinks it should 
prevail. The nations of Western Europe, whose armies and 
navies formerly kept a balance of power, are now disarmed 
and all but powerless—at least until we get help to them. 
There has been no weight to throw into either side of the 
balance between war and peace when it threatened to tip 
into war. 

Fourth, and in my opinion the most important of all, too 
many of us have turned away from the Prince of Peace. 
The Russian leaders outlawed Christianity. Their recent 
relenting toward the Orthodox Church was quite patently 


political, and insincere and probably temporary. As for us, I 
saw some figures on a Gallup poll of various nations which 
showed that 34 per cent of Americans do not believe in a 
life hereafter, the immortality of the soul, but their un- 
belief does not change the facts. 

I am not going to preach a sermon on that, but | am far 
from alone in believing that loss of faith in God and His 
Divine Authority is responsible more than anything else for 
the plight of the world today. In a century and a half, the 
United States reached a position of preeminence among 
nations, with the greatest productive power and the highest 
standard of living the world has ever known. We may 
astribe part of this to natural resources, but you must not 
discount the fact that the main part of it has been due to 
our spiritual and human resources under freedom and a 
system of rewards for individual enterprise. 

On this continent, for the first time on any continent, was 
founded a government that belonged to the people, rather 
than of a people who belonged to the state. Here, for the 
first time, the individual was granted certain inalienable 
rights which could not be taken from him by the govern- 
ment or by anyone. Here, for the first time, the individual 
was given an opportunity to exercise his initiative and his 
ingenuity for his own advancement. Here, for the first time, 
the latent powers in man, mental, physical, and spiritual, 
were loosed for full accomplishment. 

I believe in the future of America, of our system of indi- 
vidual enterprise which is the best yet devised by man—the 
best by test. I do not think our system is obsolete and I will 
not until someone can show me one that works better, that 
produces more benefits for more people, in practise, not just 
in theory. 

Let’s not sell our birthright of freedom and opportunity 
for a mess of Marxian pottage. Too many of us, particularly 
when we are young and filled with the zeal for sacrifice that 
is part of the youthful spirit—too many of us think we are 
willing to surrender our individual freedoms for a state- 
managed system that promises, in the name of suffering 
humanity, economic security from cradle to grave, that would 
be wonderful if it would work. So is the idea you all have 
heard, I’m sure, of the cat and rat farm. The cats eat the 
rats; you skin the cats and sell the fur and feed the cats 
to more rats, to feed more cats—a form of economic per- 
petual motion. 

No, my friends, I’m afraid there is no substitute for indi- 
vidual enterprise except slavery—and we rejected that in 
1863. 

The only real economic security man can enjoy in this 
world grows out of his own chance to do sometning for him- 
self and his family, to provide for his own and their future 
and their welfare. Insofar as he depends upon the state for 
it, he is at the mercy of the state, which is not a majestic 
abstraction but a collection of human beings with human 
weaknesses plus an inevitable appetite for power. 

This collectivist idea, you know, is nothing new in the 
world. We have had similar slave states since Babylon of 
the topless towers and Egypt of the Pyramids. We Amer- 
icans are the heirs of a long struggle in the Western world 
to get away from slave economy and pistol politics. 

What we need is to get back to the fundamentals of hon- 
esty, industry, thrift, the sanctity of contracts, and honest 
day’s work for a day’s pay—all those old-fashioned notions 
that have proved that they work out. If we stick to our 


American pattern and work hard at making it work, I 
have no fear for the future of this country due to any weak- 
ness of our own system. 


The greatest menace to the future of America—physical, 
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political, and economic—is another world war. I believe we 
can avert that war if we make this country strong enough, 
fast enough. The men of the Kremlin would have to be 
madmen indeed to repeat the mistakes made by the Imperial 
German government in 1914, when they thought England 
would not fight and the United States would not; or of 
Hitler, Mussolini, Tojo and company in 1939-41, when 
they made the same mistakes. 

When we speak of making America strong, we mean not 
only in the military sense, but in the economic, for a strong 
economy must be behind the good right arm of Uncle Sam 
or he is crippled. And the soundness of our economy is not 
something to be left to politicians and financial experts; it is 
something that must be built from the ground up—and the 
ground is 142 million individual Americans, 60 million 
working Americans, 39,645,000 American families. For, 
only if enough of the people are productive and thrifty can 
a national economy thrive. 

The slogan of the Security Loan campaign of the Treasury 
which opens April 15th, and runs through June, is “Amer- 
ica’s security is your security.” It makes just as good sense 
when reversed. Your security is America’s security, for the 
national economy can only be 2s sound as the average Amer- 
ican’s personal economy, and with an unsound and crippled 
economy we could not hope to avert war. To avert it, of 
course, will take all the wisdom we can muster, as well as 
the economic and military strength. All three are essential 
to any program for world peace. Whether we like it or no, 
that’s the way it is. We've got to be the powerhouse for 
peace, or there can be no peace. 

Now, how strong and sound are we, economically. Our 
national production is far greater today than before the 
war—over 80 per cent more. This is in terms of goods and 
services, not measured by inflated dollars, mind you. More 
Americans are sharing in these goods and services to a 
greater extent than ever before, even though we still have 
too many families living below standard. I need hardly 
remind a Kansas audience of the change in the farm picture 
since before the war. Mortgage debt away down; bank de- 
posits away up, and at least $6 billion salted away in good 
old United States Savings Bonds—that’s the American 
farmer today. All he needs to be economically secure is more 
of the same. 

Yet everyone knows that the cost of living, the prices of 
most goods and some services, are inflated to the danger point 

danger of a collapse and severe deflation unless we take 
steps to prevent it. That is the part of our economic sub- 
structure that needs strengthening—and urgently. Due to 
the financing of the most costly war in history, our money 
supply is inflated to the point where the dollar has declined 
in purchasing power to the fourth lowest level since 1775. 
Measured against a normal year, 1939, the dollar that was 
then worth 100 cents in buying power is now worth less 
than 60 cents, and in some goods it will buy far less than 
that. 

What do we mean by an inflated money supply? Some of 
you may not know, exactly. Without boring you with 
technicalities, 1 would like to explain a bit about our 
national debt and its effect on your daily life and cost of 
living. 

It cost us a lot to put down Hitler, Mussolini, Tojo and 
company, and it cost a good deal more because we were not 
prepared for war. The government borrowed all it could 
from individuals and non-bank investors, for that does not 
inflate the money supply. But this wasn’t enough to meet the 
bills of war, we had to borrow more and it had to come from 
the banking system. This did inflate the money supply and 


potentially can inflate it more and more unless we take meas- 
ures to check it. This is no fault of the banks, it is the way 
our reserve system works. The banks were prepared to meet 
this demand of the government and their services in war 
finance make a fine chapter in the history of American banking. 

Now how did government borrowing from banks increase 
the money supply. Let’s make it simple and personal. You 
go into your bank and borrow $1,000 on your note. The 
banker makes out a deposit slip and credits $1,000 to your 
checking account. That has added $1,000 to the money 
supply of the nation just as truly as though the Treasury 
had printed and issued another $1,000 bill. For you can 
write checks against that $1,000 and so long as you don’t 
overdraw, your checks are the same as money. 

Now when you or I or any investor except a bank buys 
a government bond, we pay for it in currency or by check. 
This transfers that much existing money to the Treasury’s 
account—it does not create any new money. But when a 
commercial bank buys a bond, the transaction is the same as 
your borrowing that imaginary $1,000 a minute ago. In- 
stead of your note, the Treasury gives the bank a promise 
to pay that may be a bond or a short-term obligation. The 
bank credits the Treasury’s account, the Treasury checks 
against it, and new money is thereby added to the nation’s 
supply. When a non-bank investor buys a bond, remember, 
no new money is created. 

There is this further difference between non-bank and 
bank lending to the Treasury. The commercial bank can 
use notes and securities, including Treasury obligations, to 
set up reserves with the Federal Reserve Bank to cover 
additional demand deposits, which includes deposits created 
by customer loans—like that $1,000 loan of yours. This 
capacity to expand credit by using Treasury obligations to 
set up reserves is what we mean by the inflationary potential 
of the part of the national debt held in the banking system— 
that is in the commercial banks and the Federal Reserve 
System. 

Under the Federal Reserve Act the reserve ratio varies, 
from 14 per cent for country banks to 26 per cent for big 
banks in centers like New York and Chicago, but nationally 
it will average up so that a dollar’s worth of Treasury obli- 
gations will set up reserves to cover about $6% in demand 
deposits and loans. 

Due to the demands of the war, bank-held federal debt 
went up from $18 billion at the end of 1939 to $117 billion 
at the end of February, 1946. The national debt rose from 
$47 billion to $280 billion in the same period. And there 
you have the main reason for the decline in real value of 
your dollar. Treasury borrowing from banks added almost 
$100 billion to the money supply in five years and two 
months. When the war was over and controls were lifted, 
there was just too much money available to buy goods and 
pay for services that were still in short supply. Maybe not 
in your pocket or mine, but in the nation’s pockets there was 
an over-abundant supply of money, most of it is in the form 
of bank deposits. 

Since the first of March, 1946, the Treasury has been 
pursuing a policy of debt retirement which is anti-inflation- 
ary—it has been retiring bank-held debt with every spare 
dollar available. In this policy it has been backed up stead- 
ily by the American Bankers Association and the bankers of 
the nation, even though it costs the banks a substantial sum. 
When the treasury retires bank-held obligations, it cuts 
down bank deposits, their earning assets and bank income 
from riskless government securities. But it also strengthens 
the economy and reduces the inflationary potential—the 
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danger of prices going through the roof and falling like a 
dead skyrocket into a depression. 

Right here I'd like to say that if any of you young 
men are looking for a career in business, I suggest you 
consider banking. It is fascinating work and it is funda- 
mental. I have spoken before bankers’ meetings in almost 
every state and worked with bankers most of my business 
life and I can tell you they are of the nation’s finest. 
I was pleased to read on the front page of a Washing- 
ton paper recently that Ray Evans, your football star over 
at KU, turned down professional football offers of up 
to $20,000 a year to go to work for a bank in Kansas City. 
He’s starting in a cage in the transit department for six 
months basic training. He said the bank job would pay 
considerably less but he believed there was much more of a 
future in it than in pro football. That might be said of a 
lot of other lines. —TThe modern banker is a public servant 
in the best sense and he can go just as far as his abilities 
will take him. 

Going back to the national debt problem: The total debt 
has been reduced in two years from almost $280 billion to 
a bit over $253 billion today—a net reduction of almost 
10 per cent. During the same period bank-held debt has 
been reduced from $117 billion to $91 billion, or 22 per 
cent. The holdings of individuals have been brought up 
from $6314 to $66 billion, through the Savings Bonds pro- 
gram. The proportion held by other non-bank investors has 
increased, also. That is what we mean by spreading the 
debt, managing it so that the securities are placed where 
they cannot do harm to the economy and where they will 
do the most good for all concerned. 

This has been a major move in the direction of stabilizing 
the economy. It has not wholly stopped price inflation nor 
removed the threat of further inflation, but it has certainly 
operated powerfully to keep inflation from being far worse 
than it has been. 

Well, you may say, if so much has been done to manage 
the debt, why press the sale of more Savings Bonds. Why 
have the Security Loan campaign. Why not relax; people 
who can afford to buy Savings Bonds will buy them anyway. 

I wish that were true—all of it. The proper management 
and placement of the national debt is still the most im- 
portant economic problem facing the nation. The debt is 
still above a quarter of a trillion dollars, and about as handy 
as a baby elephant in the basement of your little grey home 
in the West. We have to feed the beast over $5 billion a 
year—that’s the interest charge. We have to keep it under 
control or it will wreck the premises. I suppose you might 
say that we have been reducing the elephant these past two 
years so we could get it out through the cellar door and get 
it out from under. But it is so big that we'll be a long 
time reducing it to that point. For years to come the way 
the debt is managed is going to affect your life, the life of 
every American. It will affect prices, wages, salaries, em- 
ployment, how much people can buy and what their earn- 
ings and savings will be worth. 

The picture is not all gloomy. Wise management of the 
debt will help to level off the peaks and valleys in the 
national economy that have made rough going for us all. 
Spreading the debt among the people through selling more 
Savings Bonds will not only help check inflation by taking 
consumer dollars out of the market place and giving the 
Treasury more dollars to retire bank-held debt; it will con- 
tinue to build up reserve buying power against a depression. 
Savings are like life-giving water impounded in a reservoir; 
when the stream of spending begins to run low, savings are 


fed into it and keep the wheels of production and trade 
turning, keep people working and earning. 

As a result of war spending and the consequent expansion 
of our productive power and national income, individuals 
today have more than $201 billion in liquid savings. Dis- 
count that by 40 per cent to allow for the drop in average 
buying power of the dollar, and it is still $120 billion or 
almost twice what it was before the war. The only thing 
wrong with that picture is that there isn’t enough of these 
savings; we need to build them up. The same thing can be 
said of the $46 billion in Savings Bonds now held by indi- 
viduals, and the $31 billion of it that is in E Bonds; it’s 
great, but it needs to be greater. 

When you buy a Savings Bond or help the Treasury sell 
one you are playing a vital role in management of the 
national debt that is your debt and will affect your economic 
welfare as long as you live. I hope all of you who are not 
buying Bonds now will begin systematic saving through 
them as soon as you are able. You will be building future 
security for yourself, your future family, your country and 
the world. The Savings Bond program is not a cure-all 
from what ails our economy or what ails the world, but it 
is an indispensable step in the cure. It is like the horseshoe 
nail for the lack of which the kingdom was lost. It not only 
encourages people to save, fighting inflation and depression, 
building security and future buying power; it implants the 
habits of thrift, beginning with the child in School Savings. 
It makes people realize that they are shareholders in that 
greatest of all free enterprises, the United States of America, 
Unlimited. It makes them demand better government, better 
management of government finances. It is the one program 
that did not stop working to win security and peace when 
we had won the shooting war. It is a volunteer program, 
headed by a volunteer from your neighborhood state of 
Iowa, Vernon L. Clark, as its national director. It practices 
the economy that it preaches; with one-fifth of the wartime 
staff and a budget cut accordingly, the United States Sav- 
ings Bonds Division, with the aid of volunteers in every 
community, has sold nearly $16 billion in Bonds since the 
Victory Loan and given the Treasury over $3 billion net 
to retire other debt that was potentially inflationary. The 
Savings Bond program is part of the pattern of American 
life; it will be part of the pattern of your life, 1 hope to 
serve in it, to help build your own security, your neighbor’s 
security, America’s security—and peace. 

There is no magic road to peace, no streamlined train to 
security. No super-bomb can blast our way to peace, unless 
it be the peace of a dead planet. Peace, when it comes to 
this earth, will be God’s gift to mankind. Peace is an 
individual matter—it must begin in our hearts—and then 
work outward through the nations. The solution must be 
both moral and material. 

So long as there are men and nations lacking the means 
of living decently which others enjoy, so long shall we have 
social strife, hatred and wars; so long will desperate people 
follow spellbinders into wars of conquest. But the century 
that produced the atom bomb, the jet plane, the guided 
missile of sudden death, has produced and can produce other 
miracles of applied science and improved techniques that 
can raise the standard of living of all peoples willing to 
apply them constructively instead of destructively. What a 
world we might have today if we had spent $350 billion in 
five years on constructive and productive projects for our- 
selves and the world, instead of spending that much money, 
billions of hours of productive time, and incalculable treasure 
of our natural and human resources on destruction. And 
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suppose all the nations that the war left bankrupt and in 
ruins had joined us in a ten trillion dollar war against 
poverty, want, disease, ignorance—for ten trillion dollars 
was the money cost of the recent war. 

You see, it is not just pious talk when I tell my Sunday 
School class of young men that inward peace, peace with 
‘God and with our fellow man, is the foundation of a suc- 
cessful life. It must also be the foundation of a successful 
world. Like security, it begins at home; within the indi- 
vidual, the family, to spread through the nation and the 
world. 

(nly by a miracle can that happen to the world in the 
lifetime of anyone here today. But it could happen if enough 
people on both sides of the iron curtain could be made to 
see that neither side in a third World War could win— 
that there would be nothing worth the winning for the 
survivors to share. 

We have recently passed the Easter season. Let us never 
forget that the Prince of Peace Himself shed His own blood 
on the Cross to open the way for everyone to have peace 
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i HE title of my talk suggests that I am here to sell 
| you something. That is an impression I want to 


correct right away. All I ask you to do is to look at 
common stocks with me for a few minutes. If they don’t 
appeal to you as good buys, perhaps we can agree on selling 
them short. 

Nowhere is pride of opinion more expensive than in the 
stock market. ‘To my mind the best financial advice in the 
Bible is “Blessed are the meek, for they shall inherit the 
earth.” I may be taking liberties with the Good Book to 
translate meek as meaning modest or humble, but I do so 
on the basis of the high correlation | have observed between 
meekness in that sense and success in investing. 

Perhaps it will help to make clear how I feel about 
common stocks if I tell you something that happened at 
home this week. Much to my surprise, my 13-year old son 
asked me, “How was the market today ?” 

“All right,” I said (actually it had declined a little), 
“but what makes you ask ?” 

“I just wanted to know if it was going your way,” he 
replied. 










































































1 could see that something was worrying him, so I gave 
him this picture: 














When you play football you belong to one team and you 
stay on that team until the end of the game, win, lose or 
draw. But when you go into the stock market your sole 
object is to decide in advance which side is going to win, 
and to join that side. If any time thereafter you think the 
other side is going to win you change sides as fast as you 
can. ‘The object is to be on the winning side as much of 
the time as you possibly can. 

But how do we decide in advance which side is going to 
win? 















































The most basic of all investment decisions is whether to 
put our savings in “things” or in money. “Things” include 














with God and to show us the necessity of living aright in 
our relations with one another. 

Let us begin with ourselves, to build for security and 
peace. We cannot sit and wait for the millenium. We must 
leave nothing undone that might help to avert this catas- 
trophe. 

If we can avert it, the best is yet to come in this land of 
ours, most fortunate on earth. Ours is a priceless privilege 
and a limitless opportunity. Imperfect as our system still 
is, it is the best man has ever devised. Let us work together 
to build it stronger and better, and we can make the coming 
years more fruitful than all the 172 since that forlorn 
hope, the United States of America, was first conceived in 
liberty and dedicated to the pursuit of happiness for its 
people. For 172 years its critics have been saying that the 
American system wouldn’t work. They were always ring- 
ing down the curtain on it, for the last time. I do not 
believe this iron curtain is going to fall on and end the epic 
of America. I don’t believe we'll let it. 

May God give us the wisdom to do what we must, neither 
too little nor too late, for security and peace. 


The Case for Common Stocks 


THE ONLY UNINFLATED SEGMENT OF OUR ECONOMY 
By THOMAS W. PHELPS, Partner, Francis I. DuPont & Co. 
Delivered before the Bond Club of Buffalo, Buffalo, New York, January 28, 1948 


land, buildings, mines, ships, grain, cotton, pepper, oil and 
diamonds, to mention only a few. Common stocks are pieces 
of paper evidencing ownership of “things” in common with 
other owners of the same “things”. 

Money includes the currency in our pockets, the deposits 
in our bank accounts and contracts for the delivery of money 
sometime in the future. Such contracts, I do not need to 
tell this group, are what people know as bonds. Admittedly 
it is sometimes difficult to draw a line between what is really 
a common stock and what is really a bond. For all practical 
purposes, however, the distinction is as clear as that between 
darkness and light, which is a perfectly valid distinction 
even though most of us would be hard put to it to draw a 
line between day and night. 

To my mind, the acid test of sound money is that over the 
years it shall cost approximately as much to produce an 
additional unit of that money as that additional unit will 
buy. Gold meets that test. 

Unfortunately for our peace of mind, problems in eco- 
nomics never are simple. As Francis I. du Pont, the founder 
of my firm, used to put it, in economics we always are work- 
ing with dirty test tubes. He meant that it is never possible 
to isolate a single cause and study its effects. ‘Thus we find 
money is valued not alone for what it is but for what we 
can buy with it. That really is the basis of the argument 
of those who say that inflation of the money supply can be 
cured by production. Conversely, when people can’t buy 
the things they want, some of them buy whatever they can 
without much regard for what it vosts. 

An inherently worthless money can be made valuable if 
the issuing government has the power to require enough of 
it to be paid back to the government in the form of taxes. 
Twenty-five years ago I saw both the purchasing power and 
taxing power theories work out in practice in the Belgian 
Congo. Native labor was wanted for the copper mines but 
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the natives had no use for money, though it was good money 
by civilized standards, convertible into gold. The trouble 
was that the natives wore almost no clothing, their women 
did what little work was necessary for their existence, and 
much of their food grew wild. Having no use for money 
the natives naturally would not work for it. Ultimately 
the money-labor problem was solved along two lines. First 
a head tax was imposed. That meant that each adult male 
native had to raise a few francs each year just for the 
privilege of breathing the fresh air of the Congo. For most 
of the natives, the only way those francs could be obtained 
was by working in the mines. Compelling men to work to 
pay taxes, however, comes pretty close to compelling them 
to work, period. Men work best when fear of punishment 
if they don’t work is combined with hope of reward if they 
do. The mine owners built villages, offered free housing to 
the natives, and, as soon as they were settled in those villages, 
tempted the women with attractive displays of merchandise 
in company stores. Once the native wives began to do com- 
petitive buying in the company stores, the heat was on their 
men folk to work to keep up with the African Joneses. 

Aside from inherent value, taxes and purchasing power 
there is another factor which tends to sustain the value of 
money. That factor is habit, or what we might call the 
rigidity of the social structure. The more complex a society, 
the more economically illiterate its people, the longer a 
currency can continue to circulate at par after it has lost 
its true value. 

At present, for those of us living within the United States, 
our money is irredeemable and thus has no demonstrable in- 
herent value. Present prospects seem to favor tax reduction 
this year, and the immediate effect of tax reduction, how- 
ever beneficial it may prove to be in the long run, is to 
weaken the tax prop for the value of our money. Our 
chances of being able to buy more of the things we want, 
and thus enjoying an increase in the purchasing power of 
our money, are clouded by the Marshall Plan. The “habit 
value” of money tends to decline with the passage of time. 
Thus by none of those four approaches does investing in 
money seem particularly attractive. 

It is not by oversight that I have omitted price control 
from the list of factors that give money its value. Price 
control imparts no lasting value to money. It is a public 
confession that money has lost its value. It leads inevitably 
to evasion, which means sales at prices reflecting what both 
buyer and seller think the money is worth, and ultimately 
to requisitioning, which means compelling people to part 
with things they value for money they don’t want. Freedom 
loving people will not tolerate it long. 

Perhaps more important than any of those theoretical 
approaches to the value of money is the practical fact that 
fifteen years of deficit financing, uninhibited by the gold 
standard brake have taught our people to attempt to spend 
their way through every crisis. Old Doc Inflation will be 
called much earlier in the next depression than he was in 
the last. 

If money is not a good investment, then obviously con- 
tracts for the delivery of money at a future date are not 
good investments. By the process of elimination we turn to 
“things”. 

As investments, common stocks have an advantage over 
inert things such as diamonds because common stocks, if 
properly selected, grow and produce income. Common stocks 
are better for most investors than farms because the stock 
buyer acquires management with the stock. As compared 
with commodities, the advantage of owning stocks is that 
time does not wither them, nor moths corrupt. 


Common stocks are inferior to other things primarily be- 
cause the assets stocks represent cannot be hidden from 
looters the way diamonds can. 

To illustrate what I mean, suppose we feared an enemy 
invasion or a communist uprising within the country. We 
might expect if the invasion or uprising was successful that 
the new rulers would seize the railroads, factories and mines. 
Our common stocks evidencing ownership of an interest in 
those railroads, factories and mines might become worthless. 
Under such conditions we might prefer to sell common 
stocks for what they would bring in order to buy precious 
stones which could be concealed from our exploiters. 

Sometimes it seems to me that the basic division among 
men in the world today is not a matter of ideology but is 
fundamentally a matter of whether they belong to the 
producers of the human race, or to the looters. Two simple 
mathematical symbols characterize the former. Those 
symbols are the plus sign and the multiplication sign. Ar- 
rayed on the other side of the basic human division are the 
people symbolized by the minus sign and the division sign. 
The first group seek to increase the world’s wealth. The 
second group are preoccupied with subtracting from the store 


of those who have produced, and dividing the loot among 
their camp followers. 


Naturally in a period when the looters of humanity are 
in the ascendancy common stocks are worth less than when 
the producers are on top. That is so for the same reason 
that would make common stocks decline in value ‘n the 
face of a probably successful enemy invasion. 

The stock market reflects, of course, much more than the 
relative strength of the producers and the looters of man- 
kind. Value after all is at least as much subjective as 
objective. Cost of reproduction means nothing to the be- 
jewelled dowager adrift in a lifeboat with insufficient drink- 
ing water. After a day or two she gladly will trade her 
diamond necklace for an extra drink. But she must have 
the necklace to be in position to make even that trade. So it 
is in the stock market. People must not only want to buy 
stocks, but they must have the money with which to buy 
them, if they are to produce a bull market. 


Once upon a time, the fluctuations of the stock market 
were regarded by many as having a forecasting value for 
general business. It seems logical that that should have 
been so when the dominant figures in the market were 
bankers and businessmen of great skill, foresight and 
courage, and perhaps even more important, of sufficient 
power to produce at least some of the results they anticipated 
in the stock market. How good is the stock market barometer 
now? 

A major bear market was indicated by the movement of 
stock prices in September, 1946, more than 16 months ago. 
Peak prices for stocks were reached in May of 1946, more 
than 20 months ago. Just how bad was business a year and 
a half after the stock market began to see clouds on the 
horizon? 


Here are a few items selected at random from the financial 
news ticker and the financial pages of the newspapers in 
recent weeks: 


1. December sales by retail stores increased both in phys- 
ical and dollar volume over December, 1946, and showed 
slightly more than a seasonal increase over November, 1947. 


2. December, 1947, sales of vacuum cleaners were the 
highest on record as were sales for the year 1947. 


3. Paint sales in 1947 reached the billion dollar mark for 
the first time in our history. 
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4. More window glass and polished plate glass was pro- 
duced in 1947 than ever before. 

5. The U. S. construction industry in 1947 completed the 
biggest year in history from a dollar volume standpoint. 


6. Steel production in 1947 attained a new peacetime high, 
but was six billion tons below capacity because of scrap 
shortages. 


7. The number of non-farm workers rose to a record high 
of 51 million in December, 1947. 

8. The Bell System added 2,800,000 telephones in 1947 
but ended the year with about 1,500,000 on the waiting list 
for telephone service. 

9. Physical volume of business in the week ended January 
10, 1948, reached a new postwar high. 

The stock market to be sure, moves on what is expected 
to be, rather than on what has been. But the foregoing 
items were not “has beens” a year and a halt ago. 

What do those who think they can peer into the future 
tell us now? 


Here again are a few random selections from the news of 
recent weeks: 

1. In 1948 the United States for the first time in more 
than a quarter century will import more oil than it exports. 
The petroleum shortage will last two more years. 


2. Many steel producers have declined to take business 
for delivery in the second quarter of 1948. 


3. Electric power requirements of the Pacific Northwest 
now exceed safe operating capacity of generating facilities 
of the region. 

4. American business expects to spend about $4,100,000,- 
000 during the first quarter of 1948 for new plants and 
equipment, according to a joint S.E.C.-Department of 
Commerce survey. That would be about a billion dollars 
above actual expenditures for the corresponding period. in 
1947. 

5. More farm machinery will be made in 1948 than in 
any previous year, according to Secretary of Agriculture 
Anderson. 

6. The next twelve months should bring record-breaking 
U. S. production and, given a fair crop year, possibly an 
abatement of inflation, according to Dr. Edwin G. Norse, 
Chairman of the President’s Council of Economic Advisors. 

7. General Electric looks for a further gain of at least 
20% in sales in 1948 over 1947. 

8. But for the shortage of engineers and equipment, the 
over-all road building program assured for 1948 would be 
almost double that of 1947. 

9. Total new construction in 1948 is forecast at $15.2 
billion compared with $12.6 for 1947. 

Never before in peacetime did such a prolonged period of 
active and profitable business as we have had in the last 
twenty months produce so little happiness among investors. 
Why? 

Many Americans, despite their dislike of communism, 
lack enough faith in capitalism to risk their money on its 
ability to produce sustained prosperity. They are waiting 
for the “inevitable” slump. 

Many other Americans, outside the politically articulate 
farm and union labor groups, lack not faith but cash to buy 
stocks after they pay record-high personal income taxes and 
living costs. ‘They are waiting, because they must, for a 
tax cut and lower food prices. Meantime the stock market 
remains the only uninflated segment of our economy. 

What has happened to change us, as one author puts it, 


from the most optimistic people in the world in 1896 into 
one of the most pessimistic half a century later? What are 
the chances that anything will change us back again? 


Obviously the only way to convince a man—or a bear— 
that it is possible to have sustained prosperity under capital- 
ism is to have it. That takes time. 


More rapid progress may be made on that part of the 
problem which results from lack of cash rather than lack 
of faith. Contrary to some of the new look economists, 
there are basic economic laws just as immutable as the law 
of gravity. One of those laws is the law of supply and 
demand. In this country for many years the supply of 
common stocks being ‘pressed on the market has been arti- 
ficially increased while the demand for common stocks has 
been artificially decreased. The result has been a decline in 
the market evaluation of stock earnings to the lowest level 
in more than twenty. years, and a decline in the ratio of 
bond yields to stock earnings yields to the lowest level in 
the same period, except for a few months in 1942. 


The supply of stocks for sale in the market has been in- 
creased primarily by estate taxes and by foreign liquidation. 
The importance of estate and gift taxes to the stock market 
is indicated by the fact that their total for the current 
fiscal year is estimated at $842 million. Most large estates 
contain common stocks, and many of them are composed 
largely of common stocks. It is common practice for execu- 
tors to sell those common stocks and reinvest the proceeds 
in bonds. Foreigners have been selling our common stocks 
on balance since the outbreak of World War II, and such 
sales in the first ten months of 1947 amounted to double 
the total for the whole year 1946, despite the lower prices 
in 1947, according to the New York Federal Reserve Bank. 

A third source of supply of stocks in our market has been 
liquidation by large investors, influenced in many cases by 
tax considerations. 

A fourth factor increasing the supply of stocks for sale 
has been the rise in the general price level and in the volume 
of business done, which in turn has necessitated an increase 
in equity capital for many companies. 

Such increases in the supply of stocks, even if accompanied 
by an unchanged demand for stocks, might be expected to 
depress the price of stocks. Actually, however, the demand 
for stocks has been reduced by a number of important new 
factors at the same time that the supply of stocks for sale 
has been increased. 


For one thing, a persistent upward tendency in personal 
income tax rates has left the people who used to supply 
the bulk of the equity capital of the country with little or 
nothing to invest from their current incomes. 


‘The tax squeeze on the portion of the population in the 
upper income brackets has been aggravated by a major re- 
distribution of the national income to their disadvantage. 
The Bureau of Labor Statistics reports that a factory worker 
with three dependents has 30% more purchasing power now 
than in 1939, based on a comparison of what a dollar will 
purchase now with what it would buy in 1939 and con- 
sidering higher tax rates. Farmers likewise have gained on 
balance against the rest of the economy in the years since 
1940. According to the Bureau of Agricultural Economics 
the gain has been substantial, whether expressed in real terms 
after adjusting for an increase in prices farmers pay, or as 
it appears in unadjusted dollar amounts. Together farmers 
and factory workers make up a substantial part of the 
income-producing population of the United States. One does 
not have to be an Einstein to see that if half the population 
gains as compared with the rest of the population, the other 
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half must have lost ground. Such a reshuffling of the national 
income may be important to the stock market if as a whole 
farmers and factory workers buy fewer common stocks in 
proportion to their aggregate income than the rest of the 
population. I know of no statistics on the subject, but our 
own experience strongly suggests that farmers and factory 
workers are not major sources of equity capital in this 
country. 

A third factor which has sharply reduced the ability of 
the American stock-minded public to provide equity capital 
has been the drastic increase in margin requirements by the 
Federal Reserve Board. In the old days it used to be 
possible for anyone who had $1,000 of equity capital to 
reach over into the great pool of safety-first capital in this 
country and borrow an equal amount from that, putting up 
his own equity capital as security and transmuting the bor- 
rowed safety-first capital into additional equity capital. 
When it raised margin requirements to 100%, thus putting 
the stock market on a cash basis, the Federal Reserve Board 
wiped out a potential source of billions of dollars of equity 
capital. The subsequent reduction in margin requirements 
to 75% did not go far enough to appeal to many would-be 
stock borrowers. When a man owning 1,000 shares of 
General Motors can buy another 1,000 shares by using the 
first 1,000 shares as collateral he finds it simple and easy 
to analyze the problems involved. When he finds that his 
1,000 shares of General Motors will enable him to buy 
only 333 additional shares he is not only confused by the 
fractions but in many cases is likely to take the attitude 
that the small amount of additional stock that he can buy 
is too little to be worth bothering about. 


Hopes for a better stock market thus are based on pros- 
pects for a sustained high level of business, plus some or 
all of the following possibilities: 


1. A reduction in foreign liquidation which seems to be 


a likely consequence of the probable enactment of the 
Marshall Plan. 


2. A stabilizing of the general price level, or decline in 


it, which might accompany or follow good crops through- 
out the world in 1948. 


3. A change in estate tax laws giving estates more time 
in which to settle the tax claims of the Federal government. 


4. A reduction in personal income taxes, and particularly 
the enactment of community property legislation applicable 
to residents of all states. Governor Dewey of New York 
state has estimated that such legislation would save citizens 
of New York state $170 million a year in federal income 
taxes. Others have estimated the total savings for the nation 


at between $700 and $900 million. That saving would 


accrue primarily to the people who in the past have pro- 
vided the bulk of the country’s risk capital. 


There are at least two other possible solutions to the risk 
capital shertage problem. One is to make common stocks 
eligible as investments for life insurance companies. The 
portion of the national income received by life insurance 
companies each year is so large that present limitations as 
to the character of investments permitted for those funds 
overemphasize debt in corporation capital structures. 

Another possible solution is a greatly intensified effort on 
the part of all of us in the financial business to sell stocks to 
farmers and members of labor unions, which is to say to 
those portions of the population showing the greatest rela- 
tive gains in income. This field should appeal especially to 
salesmen of investment trust shares. Such a program, like 
the idea of making common stocks legal for all life insurance 
companies, probably would take years before it made a real 
dent in the problem. Our hopes for early improvement in 
the stock market must run in other directions. 

Too much of our investment thinking, and of our laws 
governing investing, has been based on the fallacious idea 
that we can choose whether to take a chance or play it safe. 
Actually our choice is limited to which kind of a chance to 
take. 

We know that stock prices are lower in relation to earn- 
ings than they have been in more than twenty years, and 
lower in relation to assets than they have been at any time 
in twenty years except at the bottom of the bear markets in 
1932 and 1942. We know that the relationship of stock 
earnings yields to bond yields is more favorable to stocks 
than it has been in more than twenty years except for a 
brief period in 1942. Still, stocks are not without risk, But 
how about bonds? How about the best bonds in the world, 
U. S. government bonds? 

I shall not attempt, before this group of experts, to pose 
as an authority on U. S. Governments, but Mr. Allan 
Sproul, president of the Federal Reserve Bank of New York, 
is one, for sure. His Federal Reserve system owns more 
than $21 billion dollars worth of them. Let me quote him 
on the subject. Just a few days ago he said: 


“Without our support, under present conditions, almost 
any sale of Government bonds undertaken for whatever 
purpose (laudable or otherwise) would be likely to find 
an almost ‘bottomless market’ on the first day support 
was withdrawn.” 

The possibility of any such break in U. S. bond prices 
probably will be resisted with every resource at the Gov- 
ernment’s command. If it came, it certainly would have 


repercussions on other markets. But I still like common 
stocks. 


What Are Civil Rights? 


HOW CAN THEY BE ENFORCED? 


By DONALD R. RICHBERG, A4?torney 
Delivered over Mutual Network, March 30, 1948 


against civil rights or against their enforcement is 

going to be disappointed. The civil rights of Amer- 
ican citizens should be enforced, regardless of race, color, 
religion, or ancestry. 


A sexi who expects me to make a speech tonight 


But here are two difficult questions: What are these civil 
rights? How can they be enforced? 
Let’s not make the mistake of thinking that whenever we 


have a right to do something, we must have a civil right to 
do it. 
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If I have a civil right, it must be a legal right; that is, a 
right which is written down in a law and which I can call 
upon the Government to enforce. 

Our fundamental civil right is individual liberty—but that 
does not give me freedom to injure you, nor give you freedom 
to compel me to serve you. My civil liberty, guaranteed by 
the Constitution, is largely a right to be let alone—a right 
to speak freely, to practice my religion, to choose my own 
friends and associates, and to earn my living in any lawful 
business. 

Let’s also understand that every moral right cannot be 
made a civil right. You have a moral right to kind treat- 
ment by friends and relatives whom you have helped. But 
no government could make that a civil right. 

Even a moral right that might be made a civil right is 
not a civil right until a government declares it in a law and 
provides for its enforcement. 

We have two kinds of government in the United States, a 
National Government and 48 State governments. Each one 
has separate and limited powers granted by the people when 
the people wrote our national and State constitutions. So 
we can’t talk sensibly about civil rights unless we know 
which government has the power to create and enforce the 
particular civil right we want to enjoy. Is it the National 
Government, or one of our State governments? 

Now, please don’t be impatient and say that it doesn’t 
make any difference to you whether Congress grants you 
a legal right and the National Government enforces it, or 
whether your State government does the job. If you will 
just listen to me for a few minutes I think I can prove to 
you that your freedom as an American citizen, and your 
future peace and prosperity, depend on keeping the powers 
of our National and State Governments separate and re- 
stricted as they have been separated and restricted by the 
Constitution of the United States. 

For example, under our Constitution the people did not 
give the National Government any general police power, 
which is a broad authority to make laws to protect and 
promote the public safety, health, and general welfare. 
They gave that police power only to the State governments. 

The police power is a very dangerous power. It can be 
used either to keep a people free and to help them prosper, 
or to make them the tax-ridden slaves of a tyrannical ruling 
class. The safety of the people lies in keeping local control 
of any government which has the police power—in having 
that government near to them, and operated by State, city, 
and county officials whom their neighbors know personally, 
whom they can watch and whom they can remove from office 
when they misbehave. 

Our forefathers knew very well that a remote, national 
government, if it had the police power, might be made into 
a national police state—a national tyranny. So they defi- 
nitely limited the powers of Congress in the Constitution, 
and then they wrote that all powers not granted to the 
National: Government were reserved to the States or to 
the people. They not only limited the powers of Congress, 
but they also flatly prohibited Congress from making a great 
many laws, such as laws to restrict free speech, a free press, 
or the free exercise of religion. 

Recently the President’s Committee on Civil Rights made 
a report urging Congress to make a lot of new laws to 
enforce some old rights and to create some new ones. Con- 
gress has been given the power in the Constitution to make 
some of the laws which the committee recommended. Time 
will not permit me to discuss the wisdom of all these recom- 
mended laws. Tonight I will try only to explain why I 
believe that one law which the committee approved, not only 








would be a very bad law, but also is a law which the Con- 
gress has no power, and has been expressly forbidden, to 
enact. 

I oppose the enactment of a national fair-employment- 
practice act like the one now being considered by the Senate 
in the Ives bill, S. 984. 

This proposed law would make it unlawful for a private 
employer to refuse to hire, or to discharge, any person, or 
to discriminate against him in promotion or other conditions 
of employment, because of his race, religion, color, or 
ancestry. 

We might have a long argument as to whether men ought 
to be, and can be, prevented by law from acting in accord- 
ance with ancient, deep-rooted preferences or dislikes, based 
on race or religion. 

We might have a long argument over the wisdom of hav- 
ing the National Government send out from Washington 
thousands of petty officials to investigate and regulate mil- 
lions of daily decisions of employers throughout the United 
States, in hiring, discharging, promoting and otherwise deal- 
ing with millions upon millions of employees. Or you might 
agree with me, quickly, that this is a crazy, unworkable 
scheme. 

But, I have time tonight only to explain briefly: First, 
why Congress, if it had the power, should not make a law 
giving anyone a civil right—that is, a legal right—to be 
given private employment by a man who does not want to 
employ him. Second, that Congress has been given no 
power, but has been expressly forbidden, to make such a law. 

Now let me point out again that a moral right cannot 
always be made a civil right; and that one man cannot be 
given a civil right to destroy the civil rights of another man. 

A right to life is certainly a fundamental civil right; and 
the ability to get food and drink is essential to life. You 
might argue, and I might agree, that you ought to have 
a civil right to have the Government feed you, if necessary. 
But, I hope you will not argue that you should have a civil 
right to compel any private citizen to whom you applied, to 
provide you indefinitely with food and drink. For the same 
reason no one should contend that a moral right to earn a 
living provides the basis for creating in anyone a civil right 
to compel a private citizen to employ him in a private busi- 
ness. I hope, by the way, it will be admitted that making 
it unlawful for you to refuse to hire a man is simply a way 
of compelling you to hire him. 

Everyone will agree that you have a moral right to get 
married, that is, assuming that you are physically fit for 
marriage. But I don’t believe you would ask the Govern- 
ment to give you a civil right to be married, which would 
be enforced by punishing anyone who refused to marry you. 
Nor would you ask the Government to make a law provid- 
ing that no man or woman should refuse to marry anyone 
because of the race, religion, color, or ancestry of the person 
proposing marriage. 

Everyone will agree that such a law would violate our 
constitutional guarantees of individual liberty, freedom of 
association, and a free exercise of religion, and would de- 
stroy the sacred institution of marriage. 

But this proposed antidiscrimination law would be equally 
destructive to economic liberty and the maintenance of 
private business. Although less offensive than enforced mar- 
riage, compulsory association in business would have a 
similar effect in denying civil rights of individual liberty, 
freedom of association, and a free exercise of religion, and 
in destroying our economic system of free enterprise and 
private property. The manager of a private business has a 
civil right, a civil liberty, written in our National Constitu- 
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tion, to use his own judgment in choosing his associates and 
employees, with whom he will make contracts. Under such 
contracts employees are given the right to use private prop- 
erty, and the employer accepts legal »bligations to pay them 
wages and to protect their health and safety. Under these 
contracts he is bound to serve them, just as they serve him, 
and by law he is made responsible for their acts as his agents. 

To compel an employer to make contracts of mutual serv- 
ice with persons with whom he is, for any reason, unwilling 
to make contracts, is to force him to accept an involuntary 
servitude, which the Constitution declares shall not exist 
in the United States. 

If the Government had the power to force all private 
employers when dealing with employees to apply only the 
standards of judgment and to act only upon the motives 
which were approved by Congress, then private management 
would soon be so crippled and shackled that it would be 
better to let the Government run all industries and accept 
the responsibility for the results. 

This ultimate destruction of private business is, of course, 
the objective of Communists, who enthusiastically support 
this antidiscrimination act. They run true to form in 
clamoring for fraudulent civil rights through which even- 
tually all real civil liberties are to be destroyed. 

Don’t let anyone tell you that the legal objections to a 
national antidiscrimination law are just lawyer arguments 
to defeat a beneficent law and to maintain an out-of-date 
theory of States’ rights. This law would destroy long- 


established civil rights of tremendous, proven value. Rights 
which are vital to the happiness and prosperity of all of us 
would be destroyed in order to create a new right of very 
doubtful value to anyone. 

This law would violate the civil rights of both employers 
and employees—the rights of free speech, a free press, and 
a free exercise of religion, which are guaranteed by the first 
amendment. 

This law would violate the civil rights of liberty of con- 
tract and freedom of association, which are guaranteed by 
the fifth amendment. 

This law would not only permit, but actually compel, in- 
voluntary servitude which is prohibited by the thirteenth 
amendment. 

This law would be an attempt by the National Govern- 
ment to exercise the police power which is reserved to our 
State governments by the tenth amendment. 

Thus, by ignoring and deliberately violating the Consti- 
tution, Congress, in this law, would undertake to establish 
a national police state. No wonder this antidiscrimination 
law is a main plank in the Communist platform. But, why, 
oh why, do liberal-minded men and women, who hate and 
fear Communism, permit themselves to be deluded by noble 
emotions into giving to Communists this incalculable aid 
in their efforts to destroy our constitutional safeguards of 
private business, individual liberty, and self-government. 

A cry comes echoing down the years: “Father, forgive 
them; for they know not what they do.” 


Social Responsibilities of the 
American Newspaper 


RAISING JOURNALISTIC STANDARDS 
By GROVE PATTERSON, Editor-in-Chief, THz Torrepo Biapg, Toledo, Ohio 
Delivered at Founders’ Day Institute Luncheon, Boston University, Boston, Mass., March 13, 1948: 


CIENCE takes the world apart; philosophy puts it 
together again; religion gives it a meaning. At this 
hour in America we are called upon to devote our 

science, our philosophy, and our religion to the preservation 
of that manner of life which gives value and dignity to the 
human being. I wonder if some of us are really beginning 
to lose our faith in democracy, just because so often the 
wheels creak in the mud. Oh we of little faith! As a form 
of government it only toils upward on the long road. I 
think many of us are too superficial in our thinking about 
democracy. As Mr. Brooks Atkinson, of the New York 
Times, pointed out some time ago in the Reader’s Digest: 

If the democratic way were not based on a moral concept 
of human relations, it would not be worth preserving. ‘lo 
look upon democracy simply as a form of government is to 
underestimate the fullness of life it nourishes. It is part of 
the moral wisdom of the ages—men living together with a 
mutual respect and a common destiny. Far from being one 
stage in the development of civilization, it is a fundamental 
idea which cannot be regarded as inefficient because it has 
not yet been achieved. 

“If democracy has outlived its usefulness, Jesus Christ 
was the most calamitous of false prophets. Lincoln was an 
eloquent nit-wit, and we have been a tragically misguided 
nation. If democracy has outlived its usefulness, slavery is 
the highest state to which men can aspire.” 


No greater honor could be paid to Don Mellett, for whom 
this occasion is a tribute, than for men and women to sit 
down together and consider thoughtfully how American 
journalism can be brought to make a greater contribution to 
this system of living together which we call civilization, a 
civilization which in our case is implemented by the demo- 
cratic process. 

Don Mellett lost his life in directing the functions of pub- 
licity to useful and wholesome social ends. He was murdered 
in the midst of a persistent and fearless crusade for law 
enforcement in his home city of Canton, Ohio. His life set 
for every editor and publisher in America a brave and bril- 
liant example of journalistic courage and integrity. Don 
Mellett built his own everlasting memorial in the minds and 
hearts of his grateful craftsmen and in the minds and hearts 
of all thoughtful citizens. 

The institutions of democracy rest more securely upon the 
foundation of a free press, which so largely creates public 
opinion, than upon any other idea or practice. The respon- 
sible editor long ago came to the conclusion that he faced 
the opportunity of making a newspaper into something more 
than a newspaper. He seized the opportunity of making it 
into an institution for constant service in the community. 
He knows now that he faces the even greater opportunity, 
the profound duty, of making the newspaper the chief agent 
for enabling representative government to function. After 
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traveling through fourteen countries in Europe, shortly be- 
fore the war, I came home convinced that the free news- 
paper is the major defense that can keep one man or one 
group of men from stealing a government and operating it in 
the interest of a privileged few. It can do this by relentless 
publicity and courageous leadership. 

I was in Berlin in 1932, in 1933, in 1937. Before 1937 
the free press was gone. It is my opinion that nearly all 
the evils inherent in totalitarianism, in whatever nation it 
came to pass, could have been prevented or destroyed in 60 
days if there had been a free press, 

‘Taken as a form of government, it seems to me democracy 
has been too often superficially defined as the rule of the 
majority. That is not a true definition. I agree with Dorothy 
Thompson that the glory of democracy is not that it means 
the rule of the majority. The glory of democracy is that it 
is the one type of government upon the earth which provides 
for the continuing rights of a minority not in power. What 
could be more despotic, more tyrannical than a majority in 
power, without provision for the rights of the minority? 
The American newspaper is peculiarly the medium for the 
expression of the minority not in power, because it is not 
under the control of government. Free expression, creating 
public opinion, is the most important attribute of democracy, 
and a free newspaper is its most vital medium. 

Unhappily the average American citizen does not think 
through the meaning of a free press, its significance in a 
representative government. It probably occurs only to a 
minority that the institutions of a democracy do indeed rest 
upon a system which opens and keeps open a channel for 
human expression, a channel through which flows, from the 
center of government, the stream of information which makes 
it possible for democratic organization to function over the 
farflung territory of a nation. H. G. Wells once said the 
Roman Empire could not endure because there were no 
newspapers—no method of apprising the outlying peoples of 
the behavior of the center. 

Democracy, then, can continue to function only so long 
and so far as this channel is not tampered with or damned 
or used exclusively by the state, as in dictatorship countries 

this channel through which can flow constantly, from the 
center to the border, a stream of objective information and, 
from the border to the center, a stream of analysis, of 
criticism, of praise and, if necessary, condemnation. 

\fter more than 40 years in journalism, I venture to 
speak for a moment somewhat critically of editors, of myself, 
and of others engaged in the business of making newspapers. 
Daniel Burnham, great architect, once said: “There is no 
magic in little thoughts.” We editors are called upon to have 
a renewed faith in the calling to which we are devoted, and 
we must, especially in difficult times—and are not all times 
dificult—accept a heavier responsibility than we have ever 
felt before. As Robert Quillen, able southern editor, has 
said: ““The press has the right to be free, but the more free 
it is, the less right it has to be wrong.” 

The most constructive suggestion that can come to any 
man is the idea of personal responsibility for corporate action. 
(ur newspapers can rise no higher than ourselves. We must 
impose upon ourselves the censorship of good taste. We must 
be restricted—but only by truth and decency. We must serve, 
not only our better natures, but the better natures of those 
who look to us for interpretation in a bewildering world. If 
we are to have a free press, we must furnish a responsible 
press. With other publications and with the radio, we are 
largely responsible for the creation of that irresistible giant 
which we call public opinion. It is a terrible responsibility. 

We are engaged in widening the horizons of men’s think- 
ing. ‘here is surely something of human progress, something 


eternally purposeful in this effort. May we editors write over 
our doors, over our minds, over our hearts, those words of 
Thomas Jefferson, carved in stone and set above the entrance 
to the University of Virgina: “Enter by this gateway to seek 
the light of truth, the way of honor, and the will to work 
for man.” 

I have the faith to believe that this is the spirit which 
animates the better part of the leadership of American 
journalism. May we ever speak freely, but God—give us to 
speak only after thinking, with understanding, with common 
sense and with tolerance. 

Silence has forged the chains of slaves. Freedom has gone 
its struggling way to death because the lights went out, 
because men did not know. Dictators take care that men 
shall not, cannot know. Bureauracy, at its worst, delights in 
darkness and deals in darkness. For 150 years we in America 
have known the enriching privilege of representative govern- 
ment and its liberties, because we have lived in the sunlight 
of free expression. Darkness can come to cover the land, 
even our land, if men and women do not face the stark 
reality that the fight for liberty is ever a constant battle 
against forces, more from within than from without, that 
would take it from us. 

Three major responsibilities form the base from which 
today’s newspaper ought, in conscience, to take off on its 
mission. 

First, it is the responsibility of the newspaper to make 
certain the people shall know. With information denied, 
they dwell in darkness. This responsibility calls for complete 
objectivity in the news columns. There is no crime: com- 
mitted in the field of journalism, not even super-lurid sen- 
sationalism, not even general inaccuracy, that is more sub- 
versive of the principle of the free press, more indefensible 
than the crime of slanting the news to meet a publisher’s 
policy. I am sorry to say there are a few so-called great 
newspapers in this country, the publishers of which contrive 
to have their slants, their angles, their very special hopes 
and fears and aspirations, woven into the fabric of what 
ought to be an objective news story. If I say nothing today 
that you will carry away, I wish to go on record that the 
departure from objective writing in the news columns not 
only makes a tragic mockery of a free press but creates a 
vicious weapon in the hands of journalistic gangsters. 

In assuming this responsibility to bring objectively the 
facts to the people, today’s newspaper is equipped as never 
before for an impressive, indeed an amazing job. Today’s 
newspaper is a modern miracle. Immeasurably more than 
ever before, it meets the demand to know. From the seven 
seas and from sixty nations come to The Blade 250,000 
words of cable and telegraph news every 24 hours. Today 
the bulletin, the flash, is no more the story which the public 
demands and gets, than the starter’s go-gun is the race. 
Today’s public demands—and gets—a more complete story 
than ever before. May I be pardoned here for a specific 
reference to the newspaper with which I am proud to have 
been associated for more than 35 years. Through the figures 
of a late survey, I learn that of all the afternoon newspapers 
in the United States, The Toledo Blade is the largest in 
total volume of news and features. 

The American at this hour lives in a bewildering world, 
a world of overturned economics, of fantastic political ex- 
pediences, of dizzily rocking social habits. His only way out 
to understanding is by way of the Great Acquaintance which 
the American newspaper gives him. 

Today’s newspaper puts us all into a wide, new world. It 
gives us the fascinating opportunity to live an immeasurably 
larger life. It is the broad window—this newspaper—at 
which we sit with a kind of breathlessness, and watch the 
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astonishing drama men play now upon the earth. Today, 
through the window of your paper, you look upon an amaz- 
ing procession. 

From that window of yours you see the drama of a chang- 
ing world. The modern miracle brings the reader upstand- 
ing, through its diversity of material, through its expanded 
range of subject matter. The Great Acquaintanceship even 
includes the shape of things to come. . 

I come now to the second of the major responsibilities— 
the duty of publishers to assume the responsibility of inter- 
pretation and leadership, to see that their newspapers are 
honestly representative of the people as a whole and not of 
special interests, to deserve the freedom of the press, and to 
march with endless zeal toward the goal of the public 
welfare. 


Today’s newspaper, if the opportunity and the expectation 
of a free press are to be met and realized, if an informed 
public opinion is to be created, must go beneath the seething 
top of this dizzy world, in order to explain, to interpret and 
to lead, in all the fields of man’s proper endeavor. Never in the 
more than 150 years since America became a united nation, 
have its newspapers been called upon for so vital a task of 
interpretation and leadership. It is a task difficult, needful 
and profound. What the people think of their government, 
how they act toward their government, toward their ideals 
and freedoms, is heavily determined by what they read in 
their newspapers. Again I say, public opinion is the irre- 
sistible force in a democracy. Public opinion is the single 
most powerful thing upon the face of the earth. It can make 
and unmake, it can build and destroy. No man can stand 
against it. Public opinion rises out of information and 
journalistic leadership. Awakened and arisen, public opinion 
moves all before it. By its extraordinary information service, 
and by its interpretation of events and leadership, the news- 
paper creates and crystallizes the mighty power of public 
opinion. It is equipped to assume that leadership. 

The current of the American newspaper can flow like a 
great river across our America. It can develop the immeasur- 
able force of public opinion. It can make rich the minds of 
men. The American newspaper, in its insistence upon com- 
petence in public office, in the sting of valid criticism, renders 
a vigilant and a continuing service. It is the citizen’s only 
complete check upon his government. It must free the facts. 
It must light the path to happier international relations. 


The failure of some editors, publishers and owners to make 
their papers truly representative of the people, truly devoted 
to the public welfare, to earn the right to the freedom of 
the press, lies in the fact that they, too, like so many of their 
critics, think the freedom of the press, which is derived from 
the Bill of Rights, is something that inherently or by seizure 
or in some other fashion belongs to them and to them alone. 
A free press is vastly more than a meal ticket for publishers. 
As a matter of fact, it is something granted to the people, 
and it is forever within the power of the people to change the 
Constitution. As Mr. Ralph McGill, editor of the Atlanta 
Constitution, wrote in the Atlantic Monthly: 


“It is not their property as publishers and editors * * * 
and I know that it can be taken away. What is more, I 
know that it can be taken away casually. I know that the 
people, to whom it is granted, can sweep it away with one 
great burst of antagonistic opinion, or that they can stand 
by and see it go inch by inch. The press is free only so long 
as it exists in that status in the minds and affections of the 
people.” 

Mr. Robert Lasch, of the Chicago Sun, has written, also 
in the Atlantic Monthly: “We of the working press have a 
duty to keep professional conscience alive.” As he points out 





elsewhere, it is equally, indeed primarily, the duty of news- 
paper owners to keep conscience alive. 

“IT should define professional conscience,” writes Mr. 
Lasch, “as love of truth combined with zeal for the people’s 
cause.” He feels the management of some newspapers has 
shifted the direction of an acquired leadership, to move to- 
ward the selfish ends of special interests, to move principally 
toward the commercial success of the uninspired entrepre- 
neur. He sees a growing neglect of the people’s cause, 
especially on the part of newspapers in a monopolistic situa- 
tion. 

I am not unaware of a degree of truth in Mr. Lasch’s 
charge. But may I say that what may seem, sincerely, to 
one newspaper publisher to be a zealous policy in the people's 
cause, directed wholly toward the public welfare, may appear 
with equal clarity and sincerity, from the viewpoint of an- 
other publisher, to be quite something else. I should say 
that, so far, the public is seriously afflicted only by a minority 
of the ownerships of even the largest newspapers. 

I wonder if a summary of the extended and critical discus- 
sion of a free press that has been so widely carried on of late 
would not come down to these four simple conclusions : 


A—Newspaper publishers will have freedom of the press 
so long as they deserve it through devotion to the public 
welfare. 


B—A newspaper can rise no higher than the intelligence 
and character of its owner. 

C—wWith conscientious, public-serving newspaper owners, 
we shall not lose the value of the press in America. 
It will continue to bear the chief responsibility for 
building public opinion. 

D—If we do not lose the value, we shall not lose the 
freedom. 


Freedom of the press can be destroyed by economic stran- 
gulation, just as surely as it can be destroyed by political 
action. A newspaper must be profitable to be free, and to 
continue to be the channel for the aspirations of the people. 
Free enterprise is united with free expression. I say earnestly 
that if the day comes when there is removed, in any consider- 
able degree, the advertising from the American newspaper, 
it will start down the short, dark road to failure. And if 
there is anything to the axiom that newspaper advertising 
is the life blood of trade, newspapers will not be alone upon 
that dark road. 

As an editor I make no apology for suggesting to business- 
men that they advertise. When we have no advertising they 
will have no business. When they have no business, there 
will be no free enterprise. And when there is no free enter- 
prise, democracy will have perished here as it has perished 
in so much of Europe. Whether we march in regiments to- 
ward an equalitarian destitution, toward a secure poverty, or 
toward the triumphant life to which our immeasurable re- 
sources beckon us, is up to the public opinion of America. 

And now to the third and final of the three major respon- 
sibilities which I have chosen to discuss. The hour has come 
for the publishers of this country to sense the high desirabil- 
ity, the vital duty, of making a specific, a constructive, a prac- 
tical effort to raise the standards of American journalism. 
I am happy to say that such an ideal, such a purpose, is right 
now being translated into actuality. The American Press 
Institute, a project of American publishers, is in its second 
year of service to the working press, to the men who de- 
termine the standards of our journalism. As an affiliate of 
the Graduate School of Journalism of Columbia University, 
and supported by the contributions of publishers, the seminars 
of the Institute are having a profound effect on the thinking 
and on the product of the editors, managing editors, city 
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editors, reporters, and others who are fortunate enough to 
participate in the courses. Sevellon Brown, publisher of the 
Providence Journal and Bulletin, founded the American 
Press Institute in the belief that the time had come in the 
development of American newspapers for clinical study of 
the techniques they use, and of their responsibilities for the 
material appearing in their columns. The Institute is the 
first serious effort in the newspaper field to bring together 
groups of experienced men of all categories that they may 
give one another the benefit of their knowledge. The main 
purpose, indeed the sole purpose, is to contribute to the 
improvement of American newspapers. It is the first experi- 
ment of its kind ever attempted in the newspaper field, and it 
is already getting the happiest results. 

Ordinary, uninspired newspapers can no longer do what 
needs to be done in a confused world. Journalism needs new 
techniques, new spiritual conviction and new inspiration. 
The American Press Institute is providing all this. News- 
papermen need to be infused with new ideas and new con- 
fidence. Publishers are facing this new responsibility as they 
have faced those others which I have discussed. 

To summarize: American newspapers are confronted by 


these three major responsibilities. First, to provide objective re- 
porting and to furnish the people with unslanted facts. 
Second, to represent the whole people and not special inter- 
ests, to assume the task of interpretation and leadership, and 
to deserve, by moral behavior, the freedom of the press. 
Third, to join in a constructive, specific and practical effort 
to raise their own standards, as they are beginning to do in 
the American Press Institute. 

In conclusion, I must express my conviction that all this 
matters. It matters because life has meaning and purpose and 
direction. I have faith in the efforts of men who have an 
awareness of a power greater than themselves and who are 


guided by that power. In the verse of Alfred Noyes I find 
these lines: 


“In the light of the silent stars that shine on the struggling 
sea, 


In the weary cry of the wind, in the whisper of flower and 
tree. 


Under the breath of laughter, deep in the tide of tears, 


I hear the Loom of the Weaver that weaves the web of the 
years.” 


Is Private Enterprise Doing an 
Adequate Housing Job? 


MUST WE FOLLOW THE EUROPEAN ROAD TO PUBLIC HOUSING? 
By EDWARD R. CARR, President, National Association of Home Builders 
Delivered before the Economic Club of Detroit, Detroit, Michigan, January 26, 1948 


HAVE to apologize to you gentlemen, but honestly I 
didn’t learn my housing in either Harvard or Yale or 
any of our higher institutions of learning. I also must 
tell you I majored in economics for six months of high school, 
until the economics of our family got so definitely tough | 
had to go to work. But I do remember one thing they taught 
me in high school; if I had five apples and six people to buy 
them, things were pretty good, but if I had six apples and 
four people to buy them, business was not so good. They 
call that something about the law of supply and demand. 
Personally I think the law of supply and demand will help 
solve a lot of problems, although some of our boys in govern- 
ment seem to think they can change that law. 
| am here today to talk about housing, and the subject is 
ls Private Enterprise Doing an Adequate Job Throughout 
\merica or Must we Follow the European Road to Public 
Housing?” I can say categorically that if we are ever to get 
more adequate housing for the people of this country, if we 
ire to clear our slums and reach that goal that we would 
all like to reach it will have to be done by private enterprise, 
or it will never be done at all. 
| think I can give you some figures to prove it. I’m sure 
you'd be surprised if someone told you that fifty per cent 
of the children born in this country last year were born in 
the slums. I am sure you wouldn’t believe it. It is a rather 
asinine statement, because by no possible stretch of the 
imagination could you say that more than ten per cent of the 
housing in this country on a national basis comprises slums. 
So if ten per cent of the population is producing fifty per 
cent of the children, some of us should stay home from the 
movies oftener. 
But the statement was made over the air the other night, in 
a radio forum by Nathan Strauss, and that statement went 


out to several million supposed listeners. It isn’t so important 
that the statement is untrue, but it is important that that 
kind of statement is being made, and similar statements are 
being made all over this country by men like Mr. Strauss 
and others who seem to have made it their life’s work to 
discredit the private enterprise system of building in this 
country. It is important to us in the business. Frankly | 
think it is very important to you gentlemen who are not 
directly connected with the building business but who are 
interested in the private enterprise system, because, gentle- 
men, when they take over the housing industry you can be 
sure that you are next. 

Now, if you doubt that statement, I would like to have 
you read a little pamphlet, which unfortunately, I don’t 
have with me, published by the CIO, titled “There is No 
Place like Home—If you can get it,” in which some of 
their more rabid advocates of Public Housing say we need 
18 million public housing units in this country. They say 
that there is no place in this country for the so-called 
speculative or operative builder, and that they are going 
to see to it that profit is taken out of housing. Well, you 
don’t have to stretch your imagination very far to believe 
that if they can accomplish that goal, the next logical step 
is to take the profit out of the manufacture of automobiles 
or whatever else you manufacture. Every place public hous- 
ing has been tried it has led to socialized housing, the com- 
plete socialization of the industry. 

England has tried it. France has tried it. And in every 
country that has tried it it has led to some form of “ism.” 
You cannot stop with housing, it is bound to affect your 
entire economy that is one of the reasons why we have 
opposed it—our main reason for opposing it. 

Now, these remarks that Mr. Strauss made—I want to 
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comment on two or three of them. They are not too im- 
portant except for the fact that he is only one of many. Mr. 
Strauss has written a book called “The Seven Myths of 
Housing.” I don’t know what the other six are, but his 
right to pose as a housing expert is number one. 


Mr. Strauss owns a radio station, and he put on a series 
of broadcasts against the building industry after our recent 
forum encounter in New York, and he succeeded in getting 
a very interesting article published in what I consider a 
reputable magazine—T he American Magazine—in which he 
makes many misleading statements about the business and the 
so called real estate lobby, and unfortunately a lot of people 
believe these statements. I find that many of the men in our 
own industry believe some of the things that Mr. Strauss and 
others are trying to sell the American public; and particularly 
do | find that men from other parts of private enterprise 
are commencing to jump on the band-wagon and believe that 
the housing business is a decadent and backward industry. 
I am going to comment on that in just a minute, but I want 
to comment first on Mr. Strauss’s article. He says that there 
is a great conspiracy between the bankers and the material 
dealers, manufacturers and the builders of this country to 
keep the price of housing up and to work on a theory of 
scarcity. I am not going to take the trouble or time to refute 
that statement before a group like this. It is too silly really 
to be answered. He also says that this very vicious and 
brazen lobby which he discusses in this article is standing in 
the way of progress in housing, and it seems to me to irritate 
him no end. 


He claims the reason we are effective is because we do not 
stoop to the crude technique of entertaining Congressmen or 
putting on direct pressure in Washington, but we go back 
to the people at home and ask them to contact their Congress- 
men to present the industry’s point of view. 

When Mr. Strauss makes that statement I think he gives 
us a pretty clear bill of health, and it is not too important, 
but when the President of the United States comes out and 
castigates and ridicules our efforts to present our point of 
view to Congress and denies us the right of free petition to 
Congress, it has come to be something important. We ar: 
getting in a pretty bad shape when we have to be ridiculed 
and singled out for scorn because we exercise the right of 
free speech in this country, and that is exactly what our 
association has done—and nothing more. 

Let’s see what we have fought for. In the first place there 
is no mention made of any other lobby. There is nothing 
said about the labor lobby. There is nothing said about the 
public housing lobby. That is all right. And there is noth- 
ing said, for instance about the 25 or 30 thousand people on 
the government payroll as “public relations experts,” who 
constitute the most powerful lobby that there is in this 
country. 

I should like to quote an article by Christian A. Herter of 
Massachusetts (Congressman), in the Reader’s Digest of 
September, 1947 on the subject of the Government Lobby: 
“During the recent session of Congress our federal bureau- 
cracy revealed itself as the most powerful and potentially the 
most dangerous lobby of all. It fought, bureau by bureau, 
every Congressional move to curb its innate urge to expand. 
Backed by its vast, tax-supported propaganda machine and 
working through jobholders, supported also by well-meaning 
but misinformed citizens, it mustered almost overwhelming 
pressure for its continued growth. As weapons, it used dis- 
tortion, misrepresentation and outright chicanery. It com- 
pletely ignored the law which makes it illegal for individual 
federal employees to try to influence legislation by Con- 
gress.” Our critics somehow overlook these things. But 





let’s skip that part of it, and let’s take what we have fought 
for and stood for. 

The first thing that we asked was to be free of controls in 
the building industry, because we felt that that was the only 
way we could get housing on the market as quickly as it 
should be done. 

Let’s take the record under Mr. Wyatt's control program. 
When we were under controls we reached a high of 69,000 
housing starts in May of 1946, and each month from that 
time on new house starts dropped down until December of 
1946 we reached a low of something like 39,000. I can 
assure you that the builders and the other segments of this 
industry were so completely befuddled and bewildered under 
that program that had it continued housing would have 
been a mere whisper. Fortunately those controls were re- 
laxed somewhat when Mr. Wyatt was asked to go back to 
Louisville, and a new housing expediter was put in—Mr. 
Creedon. 

Mr. Creedon in February of last year at our convention 
promised us he would relax those controls as quickly as 
possible, and he did, and each month starts began to get 
higher and higher. When controls went off in July of 1947 
we started 71,000 units; in August 82,000, as I remember 
the figures, and each month, against seasonal trends, housing 
starts went up in this country, and the last five months, or 
the first five months rather after the removal of those con- 
trols the housing industry started over a half million houses, 
and we are today building at the fastest pace that this coun- 
try has ever seen. 

I think it is only fair to point out too that we have 
reached that pace in two years after this War as against 
seven years after the last war. It wasn’t until 1925, seven 
years after the last war, that we reached a high of some 
937,000 starts; just short of a million starts; but we have 
reached that pace within a couple of years since VJ Day. 

Recently in radio debate with Mr. Paul Porter and Mr. 
Charles Abrahms—Mr. Abrahms is a lawyer in New York, 
who has written a book on the future of housing—l am 
working on one now on Jaw—Mr. Abrahms and Mr. Porter 
said, “Oh yes, you are building at a great rate, but’ he 
said, “You are not building anything that anybody can buy. 
The only housing you are building in this country is for 
the upper one-third. All your houses are selling for ten 
thousand to twenty thousand dollars, and who can buy 
them?” That is another example of the kind of statements 
that have been made, and that many people believe and 
accept, which is absolutely untrue. Either they were unin- 
formed, or it was a deliberate misrepresentation. I don’t 
know which. 

It so happens that the average sale price of housing built 
in 1947 and financed through the Veterans Administration 
is $8200, and the average loan made through Federal Hous- 
ing Administration in 1947 was $6941. Most of those 
F. H. A. loans as you know, are 80 to 90 per cent loans. 
They would certainly average 85 percent of sales price 
which would indicate an average price of approximately 
$8,000. Now, if that is the average it should be obvious to 
anyone that there must have been thousands of units built 
in this country for less than that figure. As a matter of 
fact I have seen thousands. 

I have been to fifty some cities this year. In the majority 
of these cities I have seen fine examples of houses, nicely 
built houses selling under the $8,000 price. So I feel we 
were justified in our stand against controls. We have pro- 
duced volume at a fair price. 

Another thing that we fought for—and I want to assure 
you gentlemen that we did not fight just for the building 
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industry—was decontrol of rents. We fought for the right 
of all free enterprise. As builders we are not particularly 
interested in rent control, but we didn’t want to fight for 
just what interested us. We have tried to fight for a free 
economy; and rent control is no part of a free economy. 

The sad part about rent control is that no one, even 
today, in Congress has the courage to get up and really 
fight to have rent control removed, because it is “political 
dynamite.” 

That is rather dangerous, gentlemen, because if rent 
control is continued indefinitely we are quite likely to end 
up where France has. I noticed in your program a story 
from the Wall Street Journal, telling in part of the rent 
control situation there. You can read it. 1 am not going 
to comment on it, except for this, that they have had it for 
33 years, and the situation has gotten so bad that thousands 
of property owners are losing their properties. They are 
falling to pieces, and many tenants, thousands of tenants, 
are being forced out, because the landlord is not allowed to 
collect enough rent to even keep his property fit for human 
habitation. Aside from that, I think it is the most un- 
American thing I have ever seen, to hold down one segment 
of our economy and allow everything else to go up from 
25 to 200 percent. Aside from that you cannot lose sight 
of the fact that when you destroy the landlord you also 
destroy the tenant. That is the way it has worked out, 
and we have opposed it for those reasons. 

Now, the third thing that we have opposed primarily has 
been the Taft-Ellender-Wagner Bill—the great cure-all for 
housing. ‘here are several reasons why we don’t like the 
bill, although there are some good things about it. I have 
been asked many times if I did not think there were any 
vood things in the bill. Of course there are, but you don’t 
eat a piece of cake if 90 percent is good and the other ten 
percent has just a litle arsenic in it. That is the way we 
feel about that bill, because it initiates, or would initiate a 
huge Federal Public Housing program. It starts with only 
{25,000 units a year for four years, a total of 500,000 public 
housing units. 

Now, Mr. Strauss, if I may refer to him again—in his 
article seems to blame a great deal of our success in blocking 
this bill on Mr. Wolcott. I think your Mr. Wolcott is one 
of the finest representatives we have in Congress. Not be- 
cause he agrees with some of the things we have proposed— 
because he certainly hasn’t agreed with us on everything— 
but because I think he is about as fine a statesman as you 
will find in Congress. It may be that one reason Mr. Strauss 
does not like Mr. Wolcott and blames him in this particular 
instance is because at some recent hearing of the House 
Banking Committee Mr. Wolcott reminded Mr. Strauss 
that he had been rather discredited by the ranking Demo- 
cratic Members of the 1938 House Banking and Currency 
Committee who went before Congress to say of Mr. Strauss’s 
administration: “Gentlemen, I come here this afternoon with 
humiliation, chargin, and with disappointment, to find that 
the clear intention of Congress has been openly, flagrantly 
and almost impudently disregarded and violated in the ad- 
ministration of the law.” Mr. Wolcott reminded him of 
that, and perhaps that did not set too well. 

However, Mr. Strauss says that Mr. Wolcott has been 
the chief thorn in the side of those who would like to get 
the Taft-Ellender-Wagner Bill before Congress, and kept 
it from the floor of the house during the 79th Congress. 
Now, just how a minority member of a committee which 
Mr. Wolcott was then, could keep a bill off the floor I have 
never been able to understand. Chairman Spence, the Demo- 
cratic Chairman of the committee, was in control of that 


committee, and had a majority of the members. He surely 
could have brought the bill to the House floor had he really 
wanted to. 

Mr. Wolcott points out one thing that I think is very 
important about the Taft-Ellender-Wagner Bill. It doesn’t 
even settle whose responsibility it is to clear slums and to 
house the needy of this country. There has never been a 
clear cut referendum on that subject as to whether it is the 
local responsibility or the responsibility of the Federal gov- 
ernment to clear slums. If that is once settled I don’t think 
it is a difficult thing to write legislation if any is required. 

Now, what should we consider in weighing this question 
as to whether private enterprise is doing an adequate job, or 
whether we need public housing. I think that private enter- 
prise is doing an adequate job, but I would like to put it in 
reverse and discuss the accomplishments of our public hous- 
ers first. Let’s see where they are going to lead us. 

In the first place, public housing has failed utterly to 
either clear slums or to house the needy. It came into being 
in about 1937 as a make-work program. Then they got the 
idea tuat along with making some work, instead of raking 
leaves and moving piles of dirt from one place to another 
some good could be done with that money. It was a very 
good idea and doubtless there has been some good come out 
of it, but in spite of the fact that Mr. Strauss said the other 
night that under him the U. S. Housing Agency had cleared 
190,000 Slum units with the $800 million given them and 
that they had built 155,000 units all of which were tenanted 
by Slum-dwellers, they have failed miserably to do that. 

Detroit is a typical example. As I understand it you have 
seven public housing projects here, and I am informed that 
only one of them was built in a slum area. Forty-eight 
hundred and some odd units were built, and only six or 
seven hundred slum dwellings were destroyed. 

Washington is another typical example. In Washington 
we had 2800 odd public housing units built and the Public 
Housing authority tore down about 205 slum dwellings. 
So their claim that they are clearing slums is absolutely 
fictitious. They are not housing the needy. Using Wash- 
ington figures again, we had approximately 4,000 people on 
rent relief in 1944 when we studied the situation, and out 
of that number 67 were in our public housing. 

I do not have to tell any of you gentlemen that public 
housing units are today filled with people making four, five 
and six thousand dollars a year. In fact we have examples 
in Atlanta (and here also; but I know in Atlanta, because 
the newspapers dug this out) of people making $13,000 a 
year living in public housing units. When the Housing 
Authority tried to get them out, they formed a Tenants 
Protective League to see if they couldn't stay in longer, 
and so far as I know they have thus succeeded. 

We are told that public housing builds peoples’ morale. 
You can’t live in public housing, gentlemen, without be- 
coming an advocate of it. You have to justify it one way or 
another, and you are going to justify it to your children. 
You have to advocate it to justify it. That does not build 
morale, in my estimation. Maybe it isn’t too important that 
the Federal Public Housing Administration hasn’t been able 
to even keep its books. Nobody knows what public housing 
has cost. When Price-Waterhouse tried to audit their books 
recently they threw up their hands and reported back to 
the Congressional Committee investigating the situation that 
the books simply could not be balanced; nobody knows what 
the costs are. 

I think it is important that it is a very inflexible way of 
helping people. You put people in public housing when they 
need it. But if they grow out of that position it is almost 
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impossible to get them out. In good times it is badly abused, 
and in bad times when you really need it, it is completely 
inadequate. ‘ 

Why should we be paying taxes to subsidize people mak- 
ing the kind of money that the great majority of these 
people are making, in public housing today, simply because 
we cannot get them out? Now, if they were on what we 
have advocated for a long time—direct relief to those who need 
it, that relief could be stopped when they didn’t need it. It 
is totally inflexible. 

It doesn’t seem to me that you have to think very hard 
or very far to realize that it is a terrific political threat in 
every place that it has ever been tried. It soon slips into 
the category of a political bloc, and if you don’t vote right 
you don’t stay in. And I have yet to find any one who can 
deny that. 

And even Langdon Post, who is one of the leading public 
housing advocates of the country, has admitted that that is 
one of the great weaknesses of it. We say further that it 
leads to socialization of the industry. Let’s examine that 
for a moment. 

I suppose all of you know that public housing started in 
England with a small amount of it but that today the private 
building business is dead in England. Last year we got out 
a little pamphlet pointing out that in every five houses built 
in England four of them were built by the government. 
That was ’46, gentlemen. Today, it is five out of five. You 
can’t sell a piece of ground in England today—you can’t 
subdivide a piece of ground in England today unless you 
sell it for its supposed value in 1939. That is how tight the 
controls have become. And who tells you what it is worth 
in 1939? The British government. 

Of course there are a lot of people getting some nice 
housing units out of it. It is a very laudable purpose to try 
to get good houses for everyone. I understand that you can 
get a very fine suite over there in some of these places for 
four dollars a week. Of course we are paying for it. Maybe 
that doesn’t make any difference. I don’t know who is 
going to pay for us when we try it. It isn’t going to be the 
Russians. Just how a country that can’t support itself can 
support that kind of thing is a little over my head. And I 
hope it never happens here. 

Now, let’s examine some other aspects of public housing. 
I made a statement at the beginning that if we were to 
clear slums and house people adequately in this country, 
we would have to do it through private enterprise. Mr. 
Taft, who is certainly not a Socialist—and by the way, I 
wish you gentlemen of the press would be very careful to 
note that I am not calling anybody a Communist or a 
Socialist, although I do say that it leads to socialism. Mr. 
Taft has an idea that by building 500,000 of these units we 
are going to “take the edge off” the public housing demand, 
and we are going to do something for the people in the 
lower brackets. However, when I think it through, every 
public housing advocate I have ever listened to insists we 
must house the lower one-third of the population. I am 
sure you have heard that statement time and time again. 

Catherine Bauer, who brought public housing to this 
country, states at the last convention of public housing offi- 
cials that we must house the lower two-thirds. In other 
words, the upper one-third must furnish housing for the 
lower two-thirds. Let’s take the lower figure. We have 
approximately 30 million urban dwellings in this country. 
One-third of 30 million is 10 million dwellings that it would 
take to house the lower one-third. If you provide 500,000 
units for them and stop there, have you accomplished your 
goal? What are you going to do with the other 9 million 
500 thousand? You are not housing them, but you have 


created—you have got your foot in the door—you have 
created a system which is bound to grow, unless it is stamped 
out in the beginning. : 

Do you think for one minute that if I am working along- 
side of somebody in an automobile assembly line who is 
getting his rent subsidized, half of it paid by the govern- 
ment, that I am going to be satisfied to pay my full rent? 
That just isn’t human nature. Once you start, there is no 
place to stop. When you have built this subsidized housing 
for the lower one-third of our people, what about the fellow 
who is at the bottom of the upper two-thirds? Isn’t he 
going to want it? 

Socialism feeds on itself, gentlemen. If anybody can show 
us how you can stop this thing at 500,000 units, I am sure 
there isn’t a real estate man or builder in this country who 
would care much about opposing public housing. But I 
don’t think you can stop it. It just isn’t in the books. Every 
time you build one of these units, and this is another im- 
portant angle—you are going to drive private enterprise 
further and further away from the lower rental brackets. 
No one can compete with government subsidy! 

Maybe it will bore you gentlemen, but public housing is a 
one hundred percent subsidy. The land and the buildings 
are paid for by the Federal government, and it is paid for 
this way. The local authority borrows the money from the 
Federal Public Housing Authority, now known as the Public 
Housing Authority, and then they enter into a contract to 
get a direct cash subsidy to meet the entire mortgage re- 
quirements. In other words, the interest and the amortiza- 
tion are paid for out of the Federal Treasury, so that the 
cost to the local Housing Authority is nothing in the end. 
Some people argue with that, but any time any of you want 
to make me a ioan to build a building and then lend me 
money each month to meet all my mortgage requirements I 
would feel that 1 was getting a gift of that building. Now, 
if you can twist that around any other way, that is anybody’s 
privilege. Nobody can compete with that kind of subsidy. 
And I ask you here in Detroit, which is the heart of mech- 
anized America to me, certainly the heart of the automobile 
business, if we had gone in in the beginning in order to try 
to get low priced cars and subsidized Cadillacs and Lincolns 
and Buicks, do you think you would ever have had the Ford 
or the Chevrolet? I don’t think you would. 

Now, let’s look at it from just an economic point of view, 
the actual dollars and cents that we have to spend. Mr. 
Taft admitted in debate in an executive session with Joe 
Deckman of the National Home and Property Owners 
Foundation that the subsidy would be $150 million a year 
if the entire subsidy was used. Well, if they don’t use the 
subsidy, they can’t get the low rent, because we have proof, 
beyond any question of doubt, that private enterprise can 
build more cheaply than the government. So if they don’t 
use the subsidy, they can’t reach the low rents. 

Mr. Taft admitted that the bill cost them $150 million a 
year. Mr. Taft also admitted in that same debate that while 
he did not agree that if we started the 500,000 units we 
would necessarily have to build nine or ten million, he 
thought we would have to have at least three million units 
if we went into this program. So suppose we settle for 
three million units. That is six times the number of units 
that they start with, and six times 150,000,000 dollars is 
$900,000,000 a year. That is the first subsidy. 

Your next subsidy comes in the form of local tax abate- 
ment. Public Housing nationally is paying about 20 per- 
cent of the local real estate tax. 

Then there is still the third subsidy in the fact that the 
bonds of the local housing authority are sold income-tax 
free. These two additional subsidies equal as much as if not 
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a little bit more than the first subsidy. So you have another 
900,000,000 or you might say in round figures a couple of 
billion dollars to support 3,000,000 public housing units a 
year. 

Now, let’s translate that down into Detroit’s contribu- 
tion. If you will divide $2 billion by that number of people 
in the country, you will find that it is $13 per head per year 
that would be collected here and elsewhere for every man, 
woman and child. You have approximately two million and 
a half people in your Detroit metropolitan area. They 
would be contributing from this area to support that kind 
of a program $325 million a year and sending it to Wash- 
ington and hoping to get it back. 

I don’t think you gentlemen will argue with me that when 
you collect money here and send it to Washington you don’t 
get it back in the same quantity. There is a sort of a drop 
in the voltage. We have to have our cut up there. What do 
you think you could do in this community with $325 million 
a year if you really wanted to collect it and help the people 
to get better housing? That is my case against public housing. 

What is private enterprise doing about it, and what can 
we do? Well, in the first place, if you are going to clear 
slums you must realize that slum clearance is one thing 
and housing low income families another. Many of our 
people have just commenced to realize that we were sold a 
bill of goods on this point by our public housing friends. 
Slum clearance is one thing, and the housing of the needy 
people of this country is a different thing. There are many 
slums in this country—and blighted areas too, which can be 
re-developed and should be re-developed. ‘There is no argu- 
ment about that. They should not be developed in many 
cases with low income housing. Many of them should be 
developed as industrial areas, as commercial areas, or for 
perhaps apartments, and the property brought up to a modern 
standard and put back on the tax rolls. 

Chicago has just made a study and they have come up 
with a conclusion that some slum areas can be cleared and 
that the new taxes received from those slum areas will pay 
off the cost of acquiring those slums in from three to twelve 
years. Now, that is the most optimistic figure I have ever 
heard or ever used. 

I made a study in Washington—and, by the way, I did 
not develop that area, because we did not have the right of 
eminent domain and we couldn’t do it. We made a test 
study and projected the taxes on exactly what the buildings 
would have cost, and it worked out that in nineteen years 
we would have gotten the money back through increased 
taxes. 

I think you had a plan here in Detroit that showed in 
certain areas, perhaps, in fifteen years, your increased taxes 
would pay back the loss in acquiring those areas. 

So slum clearance and housing needy people are two sep- 
arate and entirely different things. Now, are we reaching 
the low income people? Gentlemen, we cannot build a 
brand new house for the lowest income people any more 
than you can build a brand new automobile for them. You 
must, if you are going to take a fair look at housing, con- 
sider existing units that we have in this country today, as 
well as new units. The average last year was $8,200 for 
new houses sold through V. A. and F. H. A. Those units 
can be carried in most places by a purchaser for around 
$50 a month. All over the country the builders are con- 
centrating on getting into still lower brackets. 

I was told this morning that there is a builder here putting 
a small house on the market with a living-room, kitchen, 
two bed rooms and bath for $4,700.00. There are examples 
in Akron. There are examples in Atlanta. I saw one for 
$3,700 in Atlanta; and all over the country the builders are 


trying to get down into lower brackets. Prefabrication 
may help but it hasn’t yet. Maybe Detroit can show us how 
to do it. But we are using prefabricated parts. We are 
using vastly improved machinery. We are using sub-assembly 
methods. We are using site-fabricating methods that have 
accomplished a lot. I don’t think the big factories could 
compete. They may make us look bad on that statement, 
but Fritz Burns, a former N. A. H. B. President who is 
hooked up with Mr. Kaiser in building houses, told me just 
the other day—in fact he made the statement before Congress 
—that after years he has found that prefabrication is quicker 
after you once get it set up, but inevitably more costly. 

We have got plans now here, and other places, where we 
can produce housing units that will sell, and even rent, for 
35 to 40 dollars a month. I think that is getting down 
pretty low, because we are using the same dollar that every- 
body else is using. 

You remember back in 1934 we were asked to produce a 
five-thousand-dollar house and that everybody. said it could 
not be done. Well, we did build the five-thousand-dollar 
house and it did a lot in bringing the country out of the 
depression. But, on today’s market that is a $10,000 house. 
And I just pointed out that the average sale price of new 
housing through V.A. and F.H.A. in 1947 was $8,200. 
That is on today’s dollar, not the 1934 dollar. That is equiv- 
alent to a $3,500 or $4,000 house in 1934. I think it is a 
remarkable accomplishment, and I think it shows that the 
industry is doing a good job. 

Now, let’s look at the existing housing units. There are 
7,500,000 units that rent today for between $20 and $40. 
That is a Bureau of Census figure. 7,500,000. 93% are not 
in need of major repair. I do not remember how many 
there are between $40 and $50, but there is another great 
big volume between $40 to $50. Our aim, as I see it, 
should be to keep those units up to minimum standard. In 
every community you have health and safety codes. If we 
enforce those health and safety codes and turn the spot- 
light of publicity on owners who allow their properties to 
become stinking hovels we can clear slums, and we can 
provide good and decent housing for all employable people 
in this country. They have done much along this line in 
Baltimore. Seven thousand some odd units in the last three 
years have been brought up to their minimum code, and it 
is the only city in the country that I know of that has made 
a real drive on them. 

Why should people be allowed to collect rent from dwell- 
ings that are unfit for human habitation? 

Let’s take the automobile again. If I don’t keep my auto- 
mobile in such condition that it is not a hazard to the other 
man on the road, what happens? I can’t drive it. That 
simple system applied to housing will bring literally millions 
of good units into the market. Those houses in Baltimore 
were put back into the market through the simple system of 
enforcing your health and safety codes. That is the way to 
provide sound housing at low rates we believe. 

My time is getting short. I don’t want to leave the im- 
pression that we do not have some other problems in the 
building industry. We have plenty. We have some labor 
problems. We have many make-work practices to contend 
with, but I am happy to say that recently a group of inter- 
national labor leaders have met with us and have agreed to 
go all out to clean up those practices where they exist. 
Whether that will happen or not I don’t know, but at least 
it is a good start, and I think it would accomplish more 
than name calling. 

We have obsolete building codes to contend with. We 
have room to improve our efficiency, and we have finance 
troubles. We have to have ample credit if we are going 
ahead in this business. I am rather disturbed by the fact 











Clifford J. Durr 





443 





that some of our larger financial institutions are pulling 
back now. I don’t know whether they want to get a higher 
rate of interest or not, but we have fought their battle just 
as we have our own. In fighting the public housing we have 
mever gone to the government and asked for direct govern- 
ment loans. With proper support from the financial insti- 
tutions of the country we shall not have to. But we are not 
going to let the housing volume bog down without a fight. 
It would be the worst thing that could happen in this 
country today and I hope it doesn’t happen. 

I hope you gentlemen, particularly those of you who are 
here that are not particularly interested in housing, will 
realize one thing; that housing, and particularly slum clear- 
ance, is your job as well as ours. It is everybody’s business. 
You merchants who own property, you property owners who 






vwn property in the central part of this city here, and in any 
other city, are vitally interested in this subject. We welcome 
your help, and we want it. Planning commissions are fine 
things provided they are sound planning commissions and 
have on them men with business experience who do look 
at the cost of doing these things, and the practical side of it. 

We welcome you in and we hope you will help us to 
avoid some of the left wingers who seem to have concentrated 
on housing as their point of attack, because after all the 
free enterprise system has been pretty good to us in this 
country. We have six percent of the world’s population and 
about 50 percent of the income, and until somebody comes 
up with a better system, then I think we ought to fight to 
protect it. 

Thank you. 


The Voice in Democracy 


RADIO FREQUENCIES ARE NOT PRIVATE PROPERTY 


By CLIFFORD J. DURR, Commissioner, Federal Communications Commission, Washington, D. C. 
Delivered at Convention of National Lawyers Guild, Chicago, Illinois, February 21, 1948 


HE issue of our time is the preservation of democracy 

and the adjustment of its processes to cope with the 

magnitude and complexity of the problems of a tech- 
nological age. The outcome of that issue depends in large 
part upon the role played by our instrumentalities of mass 
communications—how well they do the job of providing 
people with the information and ideas necessary for demo- 
cratic decisions, and the freedom of circulation they grant 
to new ideas to deal with new problems. 

It is axiomatic that freedom of speech and the related 
freedoms of the press, assembly, and petition, are the foun- 
dation stones of democratic government. Information and 
discussion are the substance upon which it exists and func- 
tions. How well it functions—and even whether it contin- 
ues to exist—depends upon the variety and reliability of the 
information and the range and quality of the ideas avail- 
able to the people from whom it derives its powers and takes 
its course. It rests upon a belief in the ability of people to 
shape out a good destiny for themselves between the hammer 
and anvil of conflicting ideas. But they must be given full 
freedom to know and to discuss; to inquire and to explore; 
to experiment and to compare; to associate and to exchange 
their views one with another; and to protest, if the occasion 
arises. 

To withhold from the people any information or ideas on 
the supposition that they may have a harmful tendency is as 
inconsistent with democracy as to deprive them of the vote 
out of fear that it may be exercised unwisely. To the people 
as a whole must be left the decision as to what is good and 
what is bad. They must know the bad if for no other pur- 
pose than to be able to oppose it intelligently. To suppress 
the advocacy or rational consideration of any ideas by a 
threat of punishment is as much an act of aggression against 
democratic government as to deny access to the ballot box 
by force. 

When we look back on the geography of our country and 
the pioneering conditions under which people lived one 
hundred and sixty years ago, it seems to me that one of the 
most remarkable things about the establishment of our demo- 
cratic form of federal government is that the job could have 
been done at all with the primitive and inadequate tools of 
communication then available. But given the guarantee of 
freedom of speech and of the press contained in the First 
Amendment to our Constitution, the very simplicity of the 


tools of communications gave assurance that all opinions 
would have equality of access to the market place of ideas, as 
limited as that market place might be. While the printing 
presses were crude, their cost was within the reach of most 
individuals or groups with ideas to present. When pre- 
sented orally, such competitive advantage as one idea might 
have over another rested solely upon the carrying quality of 
the voice of its advocate. 

Today our morning newspaper brings us news of yester- 
day’s events throughout the world. Through use of the 
microphone, the spoken word can be amplified so as to be 
heard at one time in more than 35,000,000 American homes. 

But the inevitable price of increasing efficiency is increas- 
ing concentration in the controls of the channels of com- 
munications. High-speed printing presses have converted 
newspapers into costly business operations. The cost of 
establishing a radio station is, on the average, far less than 
the cost of establishing a newspaper, but it is still beyond 
the means of the average person. An even more serious 
barrier is that radio frequencies are limited in number, and 
unequal in efficiency and coverage. 

The soundest idea uttered on a street corner or even in a 
public auditorium cannot hold its own against the most frivo- 
lous or vicious idea whispered into the microphone of a 
national network. The most accurate statement of fact run 
off on a mimeograph machine cannot catch up with the most 
baseless speculations of a columnist in a metropolitan news- 
paper. 

It is only to be expected that developments in the instru- 
mentalities of mass communications should be accompanied 
by developments in the techniques of using them. Already 
the manipulation of the symbols of our loyalties and fears 
to bring about pre-determined mental and emotional attitudes 
has become a business. The services of experts in the art can 
be had for a consideration. 

Recently I read an article by one of our well known 
public relations counselors entitled, “The Engineering of 
Consent.” The title is sufficiently indicative of the article’s 
theme. The recesses of our mind are no longer to be re- 


garded as the private preserves of our personal thoughts. 
They are points to be taken in line with the strategy of a 
major campaign demanding, to quote the author of the 
article, “blitzkrieg or continuing battle,” as the situation 
may require. 


“News-worthy events, involving people,” the 
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author tells us, “usually do not happen by accident.” Ap- 
parently events themselves, and not merely the news about 
them, are now to be provided as part of organized programs 
for the capture of 140,000,000 American minds, or as many 
of them as may be necessary to achieve the ends desired. 

In fairness to the author of the article, I should say that 
he was writing about the “Engineering of Consent” for de- 
sirable social ends. He warns that the technique can be used 
harmfully. But who is to decide what ends are socially 
desirable? Are these questions which the people are quali- 
fied to decide for themselves on the basis of information 
and reason, or must the decisions be made for them ? 

Whether the impact of radio broadcasting upon the minds 
of the American people is greater or less than that of any of 
the other mass media of communications I am not qualified 
to say. That its impact is tremendous cannot be questioned. 
Moreover, among all mass media it is unique in one impor- 
tant respect. Its responsibility to the American people is 
legal as well as moral. I think it is of vital importance that 
this uniqueness be preserved. 

Radio frequencies are not private property. They are 
part of the public domain. ‘They belong to the people as a 
whole. ‘This is the basic premise of the Communications Act 
which governs the licensing and the operations of radio sta- 
tions. ‘The Act expressly provides that no license for a 
broadcast station shall be granted except after a determina- 
tion that the public interest, convenience or necessity will be 
-erved by the grant. Every licensee is required to sign a 
“waiver of any claim to the use of any particular frequency 
or of the ether as against the regulatory power of the United 
States.”” No license may be granted for a period longer than 
three years, and every renewal of license is required to be 
“limited to and governed by the same considerations and 
practices which affect the granting of original applications.” 
‘The Federal Communications Commission was created by 
Congress to safeguard the public’s rights in its own radio 
frequencies and see to it that these frequencies are used in 
the public interest. 

When I was invited to speak to you, it was suggested that 
| offer some concrete and practical proposals for assuring 
that the interest of the public would be well served by mak- 
ing radio the freest possible outlet of information and ideas— 
that I present something definite that you might sink your 
teeth into—a plan of action that you might support. It is 
clear to you by now that I have not followed that sugges- 
tion, but I assure you that I have earnestly tried to do so. 
| have drawn up list after list of what seemed to me to be 
the major problems of radio broadcasting and have tried to 
select from them the few that appear to be the most press- 
ing. But I have concluded that any of these problems, 
taken by itself, is such a small part of the whole that an 
adequate discussion of even a few of them would impose 
upon your time without useful purpose. 

Because the Federal Communications Commission is an 
administrative agency whose policies and decisions can have 
considerable bearing upon the freedom with which ideas and 
information are able to circulate to and among the American 
people, it occurred to me that I might best justify my appear- 
ance before you by making a few general observations about 
administrative agencies—not about the FCC specifically or 
any other agency in particular, state or federal, but about 
some tendencies I have observed in this type of organization. 
Perhaps some of you may have observed them, too. 

The beginnings of all administrative agencies follow a 
somewhat similar pattern. An evil arises that needs cor- 
rection and about which public feeling is aroused; let us 
say that the immediate problem is a railroad or a power 
company whose rates are high or whose service is poor, or 


which discriminates in favor of some customers as against 
others. The legislative body moves in to correct the situa- 
tion. It creates an administrative agency with power to 
act. It charges that agency with responsibility for seeing 
to it that the public’s interest is protected. The new agency 
pitches into its task with vigor. Its staff works day and 
night. Hearings are held and orders issued, which are 
fought through the courts right on up to the Supreme Court 
and finally sustained. The immediate evil is corrected and 
the agency has earned the right to relax and take it easy for 
awhile. The public sighs with relief and goes back to its 
daily business of earning its living, secure in the belief that 
it now has a champion and that its interests hereafter and 
forever more will be protected without further concern on 
its part. 

The representatives of the industry that started it all 
reconcile themselves to their licking. ‘The passions of battle 
die down. They have some problems of their own. Maybe 
their erstwhile enemy, the administrative agency, can be a 
friend after all and help them with their problems. So they 
call on the members of the agency and the agency’s staff. 
These representatives are nice fellows after one gets to know 
them. ‘They are responsible men, to boot, and they know 
their business. They have a real problem and the agency is 
sympathetic. It cooperates in the solution of the problem— 
as every good administrative agency should do—and soon 
things are running smoothly again. 

These representatives are friendly people and they appre- 
ciate the agency’s help. They begin to call on the agency 
more often—sometimes with problems, sometimes just for a2 
friendly chat. 

Gradually, somehow they begin to look a little like the 
“public” the legislature had in mind all along when it was 
legislating about the public interest, convenience and neces- 
sity. At least they are about the only members of the public 
the agency sees. The other members of the public don’t 
come around. They are busy minding babies, driving trucks, 
teaching school, farming and running grocery stores. They 
are far away and the vision of them begins to grow a little 
blurred. They become a sort of a mist that one can’t quite 
grab hold of. 

But still, other issues continue to arise which clearly affect 
the interest of this public, as misty as it may have become. 
So the agency clears the decks and moves into action again. 
But the representatives of industry who have been visiting 
the agency so regularly haven’t slighted the members of the 
legislature. Members of that body have likewise been im- 
pressed with their reasonableness and attractive personalities. 
So the cry goes up on the floor of the legislature that the 
administrative agency is about to usurp the functions of the 
legislature and exercise powers which were never given to 
it. Maybe only a few voices are raised—two, four, or half 
a dozen. But the thought of the pending hearing before the 
appropriations committee comes to mind and somehow these 
two, four, or half a dozen voices begin to sound like the 
voice of the entire legislature. After all, the agency is the 
creature of legislature and its job is to do only what the 
legislature wants it to do, so perhaps it would be best to 
back off. 

It is easy to forget that if the agency exceeds its statutory 
powers and the industry suffers thereby, the courts, on ap- 
peal, will invalidate its action. It is harder to remember 
that if the agency is timid in the exercise of its statutory 
responsibility and the public suffers, there is no practical 
way of obtaining redress from the courts. 

Or maybe the agency does remember that it is the public’s 
last safeguard and proceeds with the hearing. It now begins 
to run smack up against two words. The effect of these 
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words is a little difficult to weigh. Maybe they serve only 
to keep the agency aware of the fact that it should always 
act in a responsible manner. But again they can afford a 
haven of refuge in time of strife. The words are “quasi- 
judicial body.” 

Obviously, the function of a quasi-judicial body is to be 
as nearly like a judicial body as possible, and the function 
of a judicial body is to be non-partisan and to pass objectively 
on the conflicting contentions of the parties before it, with- 
out concern as to who the winner will be; but concerned 
only with seeing to it that the rules of the game are ob- 
served, and that the ultimate decision is made by a proper 
application of the law to the facts contained in the record. 

So the case of the public versus the XYZ Corporation 
comes on for hearing. The big question is, who is going to 
make the record? We can be reasonably sure that the XYZ 
Corporation will be well represented, with such lawyers, 
accountants, engineers, and charts as the occasion may re- 
quire. But what about the public? It is still kept pretty 
busy with its baby tending, teaching, truck driving and farm- 
ing. The chances are that it doesn’t even know a hearing 
is being held. 

Maybe the agency has a competent and aggressive staff 
who will see to it that the public’s side of the story is fully 
told in the record. But again, the staff may be short-handed, 
or so busy with many matters that it cannot give adequate 
attention to any one. It can happen that judgment by de- 
fault is entered against the public; and even a decision ren- 
dered on the basis of a default judgment can establish a 
precedent for future decisions. 

To sum it all up briefly in the words of Mr. Justice 
Holmes: the decisions of administrative agencies like the 
verdicts of juries “are extremely likely to be impregnated 
by the environing atmosphere.” 

How can that environing atmosphere be kept permeated 
with a consciousness of the needs and wants of the people 
as a whole? How can an administrative agency be kept 
more constantly exposed to the public whose interest it was 





created to protect? These questions can be vital when free- 
dom of speech is involved. 

Lawyers are, of course, only a small segment of the public 
and can provide only a limited amount of that “exposure”’ 
to which I have referred. But that amount can be of tre- 
mendous significance if reasonably concentrated and prop- 
erly applied. 

We members of the Commission, of course, see plenty of 
lawyers, but seldom do we see them except in their capacity 
as counsel for broadcasters, or would-be broadcasters, whose 
interests often do, but sometimes do not, coincide with the 
public interest. 

The licenses of lawyers, like those of broadcasters, carry 
with them a definite responsibility to serve the public inter- 
est. I know of no group which has shown a greater aware- 
ness of this responsibility than the Lawyers Guild. Time 
and time again you have fought for the basic human rights 
guaranteed to all of us alike by our Constitution; and you 
have fought without thought of reward or fear of reprisal. 
It is in your capacity as champions of these basic rights that 
you can most usefully provide your bit of exposure. 

The rules of the FCC invite the assistance of representa- 
tives of the public in its hearings—whether the hearing be 
on an individual application or a matter of general policy. 
On occasion, witnesses speaking on behalf of the public do 
appear at such hearings and offer testimony of great impor- 
tance. In some cases their testimony has been decisive. But 
such appearances are rarer than they should be. The occa- 
sions are rarer still when they have the help of counsel in 
presenting their testimony, or when counsel representing 
only the public files a brief or argues a point of law. 

Like the rest of us, you members of the Lawyers Guild 
have to devote most of your energy to the very practical 
matter of making a living. Regardless of your own desires, 
there is a limit to the amount of time you can devote to the 
interests of the public as a whole. But even that limited 
time, if concentrated on the most vital issues, may determine 
the outcome of the present cold war between freedom and 
fear. 


Combat Cancer 


AMERICAN CANCER SOCIETY’S PROGRAM 
By GEORGE E. STRINGFELLOW, Vice President, Thomas A. Edison, Inc., West Orange, N. J. 


and President of the New Jersey Division, American Cancer Society 
Delivered in Chattanooga, Tennessee, March 30, 1948 


prevent suffering and death from cancer by: 1. Re- 

search; 2. Education; 3. Service. From 1940 to 
1947 the American Cancer Society raised $28,600,000. It 
is significant that over 92 per cent was raised in the last 
three campaigns. 

During these three years, the national society received 
about $10,500,000 of the funds raised. More than 60 per 
cent—over six million dollars—was set aside or appropriated 
for research. 

There are three phases of the research program: 

1. Fellowships for training. 

2. Grants-in-aid projects in basic research. 


3. Institutional grants for cancer research. 
The Committee on Growth of the National Research 


Council is guiding us in the huge expenditure of funds for 
research. 


Tor objective of the American Cancer Society is to 





The American Cancer Society has mobilized the largest 
group of scientists in history—even greater than the mobili- 
zation that resulted in the atomic bomb. Through the Com- 
mittee on Growth, every new discovery is coordinated. 
Some day the missing link will be found. When it is found, 
it will doubtless be the result of the coordinated program 
of our Society. 

A research program can proceed no faster than the scien- 
tifically trained manpower available. To meet the personnel 
needs to carry out these projects, the Society has fostered a 
training program including 100 fellowships in 26 institu- 
tions at a cost of $742,000. 

The Society financed 239 grants-in-aid projects in 70 in- 
stitutions in 27 of our states. ‘These grants-in-aid have 
totalled over four million dollars. This is the second step 
in our crusade against cancer. 

The grants-in-aid program is largely basic or fundamental 
research. This program naturally evolves into an institu- 
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tional grant. ‘These grants are made where the concentra- 
tion of projects in an institution is such that a cancer research 
committee can administer a grant with maximum efficiency. 

The Society has approved 27 institutional grants totalling 
$1,500,000. These grants combine a unique combination 
of power, knowledge and facilities. 

Of the $163,141 raised in the State of Tennessee in 1947, 
forty per cent or approximately $59,000 was turned over to 
the national organization for the over-all program of re- 
search and education. 

Of the $59,000, however, the State of Tennessee is re- 
ceiving in return practically two-thirds in grants-in-aid and 
institutional grants. “The research money earmarked for 
Tennessee this year includes an institutional grant of $25,000 
for the University of ‘Tennessee; grant-in-aid of $5,500 to 
John L. Wood at the University of Tennessee and a grant- 
in-aid to Vanderbilt University of $7,750. 


Education 

‘The education program is recognized as a problem of per- 
suading the individual citizen to act in his own behalf. 

30 to 50 per cent of those who currently die of cancer 
need not die—think of it! 30 to 50 per cent of those who 
die of cancer need not die—they could be saved by early 
diagnosis and treatment. Therefore, a substantial percentage 
of your funds is spent to enlighten the public on this fact. 
We are familiarizing our citizens with the seven cancer 
signals. ‘These signals are: 

1. Any sore that does not heal. 

2. A painless lump or thickness, especially in the breast, 

lip or tongue. 
Bleeding from any natural body opening. : 
Progressive change in the color or size of a wart, mole 
or birthmark. 
Persistent indigestion. 

6. Persistent hoarseness, unexplained cough, or difficulty 
in swallowing. 

7. Any change in normal bowel habits. 


The reason more progress has not been made in the con- 
trol of cancer in the past has been the hush-hush attitude of 
the public toward cancer. Cancer has been looked upon as 
an incurable disease. For hundreds of years cancer has been 
considered by many as a disgrace. Cancer is neither incura- 
ble nor is it a disgrace. Cancer is a misfortune which can 
be overcome if detected in its early stages. ‘To dispel the 
false notion that cancer is a disgrace or incurable is one of 
the functions of the American Cancer Society. 

Service. 

As our education program progresses, the need for service 
becomes greater. As the people become more and more con- 
scious of cancer’s signals and learn that cancer can be cured 
if detected in time, increased clinic facilities for diagnosis 
and treatment will be needed. 

Until research provides more knowledge of cancer, we 
have only three ways to treat this disease. These are: 

1. Surgery 

2. X-ray 

3. Radium 


By early diagnosis and treatment, 30 to 50 per cent of 
the more than 180,000 cancer victims in the United States 
last year could have been saved. 

The responsibility for the service program rests largely 
with the State Divisions. In addition to raising the funds 
needed, the states guide that phase of the program which 
gives direct service to the cancer patients—or the people who 
may fall victims to cancer. 


This is done through improvement of clinic facilities, by 
purchase of X-ray equipment and radium, and by providing 
nursing service. It is done through a program of bedside 
nursing care for patients who cannot afford such care. 

Our Field Army provides important service to cancer vic- 
tims, such as 

1. Dressings and sick-room comforts, and 

2. Transportation for patients to clinics and doctors. 


These enthusiastic, public-spirited women provide these 
dressings and transportation without cost to cancer patients. 

We have proceeded cautiously in formulating our policies. 
We have sought to spend the public’s money where it will 
produce best results. At national level, in preparing research 
projects, the question is always: Is the project an integral 
part of the broad attack on cancer? At state levels, in pre- 
paring medical projects, our doctors have kept uppermost 
in mind this question: Will the project benefit cancer 
sufferers ? 

Many would like the society to underwrite the cost of 
terminal patients; those hopeless cases who are waiting to 
die. Our hearts tell us to do something for them. Our 
heads—which must govern our expenditures—tell us we 
cannot underwrite the cost of the care of these incurable 
cases. Expenditures for Research, Education, and Service 
must have priority on all funds. 

If we were to attempt to underwrite the cost of all ter- 
minal cases, we would never solve the problem of cancer for 
we would have no money for research nor would we prevent 
death from cancer by education. We will never control 
cancer until we find the cause. That is why we emphasize 
research. 

Should we underwrite the cost of these incurable cases, we 
would make it possible for more people to die more com- 
fortably but we would have done nothing to stop people from 
suffering and dying of cancer. No volunteer organization 
can cope with the whole problem of the chronically ill. 

We must keep our minds glued to these two goals: 

1. Alert the public to cancer signals and urge early diag- 
nosis so that suffering may be prevented and lives 
saved. 

2. Discover the cause of cancer and develop an effective 
control. 

The State of Tennessee is among the leaders of the nation 
in fighting cancer. During the 1947 campaign Tennessee 
exceeded its goal by over 11 per cent. This amounted to 5.6 
cents per person of $43.80 per million dollars of total esti- 
mated wealth. 

The contribution per capita is not necessarily a fair basis 
of comparing a state’s ability to raise funds. On the basis 
of total estimated wealth, Tennessee made a very commend- 
able showing. Her $43.80 per million dollars of wealth was 
well above the national average of $30.60. Tennessee ranks 
14th among the 48 states in this respect. Under the able 
and inspiring leadership of Dr. James L. Fowle, Chatta- 
nooga raised over $20,000 last year with an overhead of 
$25.00. That, so far as I am able to determine, is the low- 
est of any city or community in the nation and you are 
certainly to be congratulated. 

Your citizens responded generously last year to the appeal 
for funds. Another appeal will be made in April and I 
know you will again respond generously. Your money is 
needed if we are to do our share in financing the research 
program, if we are to do our share in providing greater clinic 
facilities, and if we are to do our share in enlightening the 
public of cancer signals. I urge you to give of your time 
to help raise funds with which to fight cancer. 











Lionel Crocker 





Extracurricular Perceptions 


VALUE OF PUBLIC SPEAKING AND DEBATE 





By LIONEL CROCKER, Professor of Speech, Denison University 
Delivered at the Assembly of the Students at Earlham College, Richmond, Indiana, March 10, 1948 


curricular program that he does not learn in his 

classes. Especially as a teacher of speech do I see my 
students gaining stature along the following lines. Usually 
a student in a liberal arts college takes five three hour 
courses to make a total of 15 hours to make up his academic 
load. Let us suppose that a student takes the following 
courses in his extracurricular set-up. 


, ! \ HERE are many lessons a student learns in his extra- 


Conviction 3hrs. Dr. I Am Certain 
Fair Play 3hrs. Prof. Golden Rule 
Evaluation 3hrs. Dr. Judge 
Adjustment 3hrs. Prof. I. Can Takeit 
Mission 3hrs. Dr. Purpose 


Dr. I Am Certain 


Ask the average college student what he thinks about the 
Taft-Hartley law, and he will say, “I don’t know.” Ask 
him what he thinks about the Marshall Plan, and he will 
answer, “I don’t know.” Ask him if we should adopt UMT, 
and he will answer, ‘Maybe yes.” “Maybe no.” Is it due 
to the fact that he does not know about these questions, or 
has his college education unsettled his convictions? Now I 
claim that public speaking classes and work in debate will 
help students to find their way to a conviction. The other 
day a girl dropped out of my class in public speaking, in 
spite of all I could do to persuade her to stay, because she 
said, “I have no ideas; I have nothing to say.” 

The United States needs young people with convictions. 
Conviction based on knowledge. Conviction that finds ex- 
pression in conduct. 


Fair Play 3 hrs. Prof. Golden Rule 


Work in speech contests and in debate helps to teach 
students to play the game fairly. I used to think that ath- 
letics had as one of its chief ends sportsmanship, but when I 
see crowds throw pop bottles on to a basketball floor in front 
of fast-charging players, I have my doubts. When I hear 
crowds boo referees, when I hear how players are bought 
and sold, I turn to speech contest and debates for a means 
of teaching young America good manners and sportsmanship. 

Deeply ingrained in our western culture is the ideal of 
fair play. Henry Ward Beecher won a hearing in Liverpool 
before an almost unmanageable crowd by appealing to their 
sense of fair play. 

To listen to an opponent’s arguments courteously, to 
answer pointedly but with restraint, teaches the student 
with conviction how to handle himself under fire. 


Conviction 3 hrs. 


Evaluation 3 hrs. Dr. Judge 


One of the most difficult lessons a student has to learn is 
to size up a situation. Students can memorize. They can 
pass back to the professor what he has told them. But they 
find it difficult to weigh, to balance, to consider, to assess. 

They are not helped much by the educational system. A 
teacher of composition assigns a theme. “How many 
words?” the frosh asks. “One thousand,” the theme reader 
replies. The student meticulously counts his words like 
jewels. He adds many ifs, ands and buts and finally gets his 


thousand. He hands it in, being sure to mark at the end of 
the paper the figure 1,000. He gets an A regardless of the 
merit of the paper. The student who writes 500 words gets 
a C. The student who writes 200 words gets an F. But 
what if the student could write one sentence that would 
stand the wear and tear of time, a sentence like one of 
Logan Pearsall Smith’s. 

And examinations of the true and false variety, the 
multiple choice, and the fill-in-the-blank-space type do not 
demand that the student synthesize, judge, evaluate. 

Frequently the administrator does not help the student 
either. The administrator is good at counting but poor at 
judging. He knows how many degrees a teacher has, but 
he can not size up a teacher. He can count the years of 
“experience” but he does not know if this experience is 
merely a repetitive process. The administrator knows how 
many class hours a teacher is scheduled for, and how many 
students are in his classes, but he does not know if students 
are set on fire in the classroom. A teacher’s load is arrived 
at by counting not by judging. A teacher with ten of the 
best students in college might have a heavier load than a 
teacher with several hundred “students” with no intellectual 
drive. 

Administrators are fooled by professional teachers who 
go all out for numbers. To survive, many potentially good 
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teachers have to surrender to writing textbooks, collecting 
degrees, and attracting large numbers to their classrooms to 
force recognition. He learns to play the numbers racket. 

No wonder in the face of this that a student fails to 
learn how to judge. Does not 70 hours of A guarantee 
Phi Beta Kappa? 

But in debate we teach our students to judge which way 
the contest is going. Are they winning the clashes? Is 
their support of a contention still holding up? How good is 
the opposition? We frequently have our students serve as 
judges of contests so that they will sharpen their ability to 
evaluate. A trained debater can pierce the shoddy rhetoric 
of the communist. 


Adjustment 3 hrs. Prof. I. Can Takeit 


We turn out of our colleges many students who have 
never made a significant adjustment. Students in forensic 
contests learn how to lose. They may feel that they have 
received a raw decision, but they learn how to rationalize 
their way out of the situation. Debaters may argue with their 
opposition heatedly over a proposition and yet walk out of 
the room with them arm in arm. They learn how to dis- 
agree without being disagreeable. They learn how to put 
the proper evaluation on words and not to take too seriously 
the remarks of the opposition. 

Students of speech learn how to live in a world of words. 
They learn how to ask, “Who said it?” and “Why did he 
say it?” They learn how to evaluate the validity of state- 
ments. They learn how to distinguish between assertion and 
proof. They try to make words tally with the facts. 

Debaters learn how to analyze the situation and not live 
on their emotions. Here is a student, not a debater, who is 
failing in his college work because he is emotionally all 
tangled up. He is a member of a fraternity but has begun 
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to think that a fraternity is not democratic. He wishes he 
were going to a college without the fraternity system. Now 
a debater would weigh the good and the bad. He would 
realize that in a non-fraternity school there are problems 
just as there are in a fraternity school. Debaters learn not 
to talk themselves into difficulties. 

The debater learns that the world is not perfect. He 
learns that wishful thinking will only get him into trouble. 
He learns that he must get along with whatever imperfec- 


tion exists and make the best of it. He learns the truth of 
Auden’s lines: 


O stand, stand at the window 
As the tears scald and start: 

You shall love your crooked neighbor 
With your crooked heart. 


Mission 3 hrs. 


How many students realize that, if they are going to be 
someone, they must have a sense of mission. There must be 
a motivation that transcends self. They must want to set 
the world on fire. 


But how many college students are like the vacillating 
Caponsacchi in the Ring and the Book. 

Just as a drudging student trims his lamp 

Opens his Plutarch, puts him in the place 

Of Roman, Grecian; draws the patched gown close, 

Dreams, “Thus should I fight, save or rule the world!” 

Then smilingly, contentedly, awakes 

To the old solitary nothingness 

So I, from such communion, pass content 

O great, just, good God! Miserable me. 


But the debater champions a side. The orator champions 
causes. Great speaking demands great causes. Speakers who 
have achieved greatness have hugged great causes to their 
hearts. Webster was the defender of the constitution. Wil- 
liam Pitt spoke against slavery. Ingersoll pleaded for intel- 
lectual liberty. Clarence Darrow was always on the side of 
the unfortunate. Lincoln debated the proposition that all 
men are created equal. Woodrow Wilson broke his heart 
over the League of Nations. Our college speakers develop 
interest in great causes. : 

The debater develops a sense of mission that engulfs his 
own petty self. He begins to taste the beauty of nobility. 
He knows what George Bernard Shaw meant when he said: 


As a playwright I have had countless letters from young 
women for whom St. Joan has set up a standard which 
uplifted them beyond vulgarity and meanness. The school- 
boy who, having seen my play, told his headmaster that 
he could pray to St. Joan but not to Jesus Christ, justified 
the theatre as one of the most vital institutions. With- 
out such uplift the playwright may be a pander or a 
buffoon, an actor only a mountebank or a common clown. 
It is this alone which can raise a theatre to the dignity 
and national value of a church. 


Dr. Purpose 


The college-trained speaker goes out into the community 
to fight for freedom of speech, for freedom of assembly, for 
freedom of religion, for freedom of thought. 

The college debater, the college orator, goes out into life 
to be an evangelist for the truth as he sees it. Listen to 
Dorothy Thompson on the public platform, a debater at 
Syracuse, and you will see what I mean. Listen to Senator 
Wayne Morse speak before college student congresses, a 
former debater and teacher of debate, and you will see him 
battling for what he thinks is right. Listen to Harry Emer- 
son Fosdick, a debater at Colgate, and you will be impressed 
with his sense of mission. 
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